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EXAMINING THE DEPARTMENT OF LABOR’S 
IMPLEMENTATION OF THE DAVIS-BACON ACT 


Thursday, April 14, 2011 
U.S. House of Representatives 
Subcommittee on Workforce Protections 
Committee on Education and the Workforce 
Washington, DC 


The subcommittee met, pursuant to call, at 10:04 a.m., in room 
2175, Rayburn House Office Building, Hon. Tim Walberg [chair- 
man of the subcommittee] presiding. 

Present: Representatives Walberg, Kline, Bucshon, Woolsey, 
Payne, Kucinich, Bishop, Hirono, and Miller. 

Staff present: Katherine Bathgate, Press Assistant; Kirk Boyle, 
General Counsel; Casey Buboltz, Coalitions and Member Services 
Coordinator; Ed Gilroy, Director of Workforce Policy; Benjamin 
Hoog, Legislative Assistant; Barrett Karr, Staff Director; Ryan 
Kearney, Legislative Assistant; Brian Newell, Deputy Communica- 
tions Director; Molly McLaughlin Salmi, Deputy Director of Work- 
force Policy; Ken Serafin, Workforce Policy Counsel; Linda Stevens, 
Chief Clerk/Assistant to the General Counsel; Alissa Strawcutter, 
Deputy Clerk; Loren Sweatt, Professional Staff Member; Aaron 
Albright, Minority Communications Director for Labor; Tylease 
Alii, Minority Hearing Clerk; Daniel Brown, Minority Staff Assist- 
ant; Jody Calemine, Minority Staff Director; Brian Levin, Minority 
New Media Press Assistant; Jerrica Mathis, Minority Legislative 
Fellow, Labor; Celine McNicholas, Minority Labor Counsel; Richard 
Miller, Minority Senior Labor Policy Advisor; Megan O’Reilly, Mi- 
nority General Counsel; Julie Peller, Minority Deputy Staff Direc- 
tor; Meredith Regine, Minority Labor Policy Associate; Melissa 
Salmanowitz, Minority Communications Director for Education; 
Michele Varnhagen, Minority Chief Policy Advisor and Labor Policy 
Director; and Michael Zola, Minority Chief Investigative Counsel. 

Chairman Walberg [presiding]. A quorum being present, the 
subcommittee will come to order. Good morning and welcome to to- 
day’s hearing. I would like to thank our witnesses for joining us. 
Our panel has a wide range of knowledge and experience with the 
Davis-Bacon Act and your testimony will provide important insight 
as we work to ensure the law is serving the interest of job creators, 
workers and taxpayers. 

We are in the middle of an important debate over the country’s 
fiscal future. Years of reckless borrowing and spending by the fed- 
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eral government have brought our nation to the brink of a crisis 
and something must be done. 

We can no longer accept waste and inefficiencies as the price of 
doing business with the federal government, which is why we are 
here today. Established by the Hoover Administration in 1931, the 
Davis-Bacon Act requires workers to be paid the prevailing wage 
rates on federal construction projects costing taxpayers more than 
$2000. 

Prevailing wages are determined through a complex system of 
wage surveys administered by the Department of Labor. The sur- 
veys collect salary and fringe benefit information on various job 
classifications based on similar projects for a given location, typi- 
cally at the county level. 

Businesses and labor organizations voluntarily report wage infor- 
mation and the Department can also rely upon local collective bar- 
gaining agreements when determining the wage rate. 

Federal contractors must submit weekly payroll reports to the 
Department, certifying appropriate wages have been paid. While 
intended as a temporary effort 80 years ago, the Davis-Bacon Act 
remains a significant feature of federal spending to this day. 

That is why a recent report by the Government Accountability 
Office is deeply troubling. Despite years of review and oversight, 
the GAO found considerable challenges still plague the Depart- 
ment’s implementation of the Davis-Bacon Act. 

GAO revealed problems with accuracy, quality, bias and timeli- 
ness of the wage data. Of the surveys reviewed, one in four of the 
final wage rates were based on the wages of just six or fewer work- 
ers. 

Forty-six percent of the prevailing wages for non-union workers 
were based on wages reported ten or more years ago. The report 
also identified a lack of transparency about how wage rates are de- 
termined, raising concerns for businesses trying to bid for work and 
taxpayers who want to ensure their dollars aren’t being wasted. 

According to the GAO, the Department of Labor also fails to fol- 
low guidance issued by the Office of Management and Budget and 
even disregards its own policy manual by ignoring the impact of 
non-responses in the accuracy of the survey. 

Despite recent changes adopted by the Department, the GAO 
still found issues with timeliness and believes any improvements 
the Department hopes to achieve, quote — “may not be fully real- 
ized.” 

Perhaps the GAO outlined best what is at stake and I quote — 
“If the resulting prevailing wage rates are too high, it potentially 
cots the federal government and taxpayers more for publicly funded 
construction projects or if too low, they cost workers in compensa- 
tion.” 

These are stunning conclusions for a law that governs how hun- 
dreds of billions of taxpayer dollars are spent. In fact the failed 
stimulus committed an estimated $300 billion to federal construc- 
tion projects that could potentially be covered by Davis-Bacon wage 
rates. 

In 2009 alone federal construction and rehabilitation projects to- 
taled roughly $220 billion. Are these taxpayer dollars being well 
spent? And if not then what should be done about it? Those are the 
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questions we hope to answer today, simply accepting the status quo 
that has been in place since the great depression is unacceptable. 

We have a responsibility to determine whether the law is meet- 
ing the needs of today’s taxpayers and workers. Again I would like 
to thank our witnesses. And we will now recognize the senior 
democratic member of the sub-committee, Ms. Woolsey, for opening 
remarks. 

[The statement of Chairman Walberg follows:] 

Prepared Statement of Hon. Tim Walberg, Chairman, 
Subcommittee on Workforce Protections 

Good morning and welcome to today’s hearing. I would like to thank our wit- 
nesses for joining us. Our panel has a wide range of knowledge and experience with 
the Davis-Bacon Act, and your testimony will provide important insight as we work 
to ensure the law is serving the interests of job-creators, workers, and taxpayers. 

We are in the middle of an important debate over the country’s fiscal future. 
Years of reckless borrowing and spending by the federal government have brought 
our nation to the brink of a crisis and something must be done. We can no longer 
accept waste and inefficiencies as the price of doing business with the federal gov- 
ernment, which is why we are here today. 

Established by the Hoover administration in 1931, the Davis-Bacon Act requires 
workers be paid the “prevailing wage rates” on federal construction projects costing 
taxpayers more than $2,000. Prevailing wages are determined through a complex 
system of wage surveys administered by the Department of Labor. 

The surveys collect salary and fringe benefit information on various job classifica- 
tions based on similar projects for a given location, typically at the county level. 
Businesses and labor organizations voluntarily report wage information, and the de- 
partment can also rely upon local collective bargaining agreements when deter- 
mining the wage rate. Federal contractors must submit weekly payroll reports to the 
department certifying appropriate wages have been paid. 

While intended as a temporary effort 80 years ago, the Davis-Bacon Act remains 
a significant feature of federal spending to this day. That is why a recent report 
by the Government Accountability Office is deeply troubling. Despite years of review 
and oversight, the GAO found considerable challenges still plague the department’s 
implementation of the Davis-Bacon Act. 

The GAO revealed problems with accuracy, quality, bias, and timeliness of the 
wage data. Of the surveys reviewed, one in four of the final wage rates were based 
on the wages of just six or fewer workers. Forty-six percent of the prevailing wages 
for non-union workers were based on wages reported 10 or more years ago. 

The report also identified a lack of transparency about how wage rates are deter- 
mined, raising concerns for businesses trying to bid for work and taxpayers who 
want to ensure their dollars aren’t being wasted. According to the GAO, the Depart- 
ment of Labor also fails to follow guidance issued by the Office of Management and 
Budget, and even disregards its own policy manual by ignoring the impact of non- 
responses in the accuracy of the survey. 

Despite recent changes adopted by the department, the GAO still found issues 
with timeliness and believes any improvements the department hopes to achieve 
“may not be fully realized.” Perhaps the GAO outlined best what’s at stake: “If the 
resultant prevailing wage rates are too high, they potentially cost the federal gov- 
ernment and taxpayers more for publicly funded construction projects or, if too low, 
they cost workers in compensation.” 

These are stunning conclusions for a law that governs how hundreds of billions 
of taxpayer-dollars are spent. In fact, the failed stimulus committed an estimated 
$300 billion to federal construction projects that could potentially be covered by 
Davis-Bacon wage rates. In 2009 alone, federal construction and rehabilitation 
projects totaled roughly $220 billion. 

Are these taxpayer dollars being well spent, and if not, then what should be done 
about it? Those are the questions we hope to answer today. Simply accepting the 
status-quo that has been in place since the Great Depression is unacceptable. We 
have a responsibility to determine whether the law is meeting the needs of today’s 
taxpayers and workers. 

Again, I would like to thank our witnesses, and will now recognize the senior 
Democrat of the subcommittee, Ms. Woolsey, for her opening remarks. 
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Ms. WOOLSEY. Thank you, Mr. Chairman. And thank you for 
holding this hearing to examine the Department of Labor’s imple- 
mentation of the Davis-Bacon Act because it provides us a forum 
today to highlight how it has helped maintain decent wages for 
workers in support of local communities that are vulnerable to 
changes to the economy. 

Of course we are also here because the Government Account- 
ability Office, GAO, has determined that there are issues with the 
survey process used by the Department of Labor to determine local 
prevailing wages. 

GAO — from that time surveys used outdated wage data and had 
low response rates. And it is my understanding that — and the 
other questions that you brought up — that the department has in- 
stituted policies to address these issues, most of them, to be sure. 

So let us be clear. We all agree that the department must work 
to see that its survey process is effective and the wage rates it pub- 
lishes for federal projects are accurate. Making certain that federal 
policies work as intended is not a partisan issue. 

We should be careful however not to read into the GAO report 
and draw conclusions that it absolutely doesn’t make. The report 
does not conclude that Davis-Bacon drives up the cost of construc- 
tion projects or inhibits job growth. These are discredited theories 
that don’t hold up to scrutiny. 

The Davis-Bacon Act requires contracts and contractors on fed- 
eral construction projects to pay their employees no less than the 
locally prevailing wage. This is important because it ensures that 
the federal government does not use its bargaining power to drive 
down wages which would actually hurt local economies. 

Instead the act makes certain that federally financed projects en- 
courage competition, contribute to the development of a skilled 
workforce for the future and pay decent wages. This is sound and 
proven public policy. 

Without prevailing wage laws like Davis-Bacon contractors would 
be encouraged to assemble the cheapest and most exploitable work- 
force rather than the best trained, equipped, and managed work- 
ers. It would be a race to the bottom subsidized by the federal gov- 
ernment. 

Much of the opposition to prevailing wage protections is ground- 
ed in decades of false rhetoric and misinformation. Studies consist- 
ently show that Davis-Bacon prevailing wage requirements do not 
increase the cost of federal construction. 

In addition, several reports on prevailing wage requirements 
have found that prevailing wages provide numerous benefits in- 
cluding higher wages, better workplace safety, increased govern- 
ment revenues and they elevate workers skills and standards in 
the construction industry. 

My point is the 2006 study determined that states with pre- 
vailing wage laws had higher rates of construction training pro- 
grams. And the trainees were more likely to complete their pro- 
grams compared to the states without prevailing wage laws. 

We have seen the effects when prevailing wage laws have been 
repealed at the state level. Competitive pressures in the industry 
led to lower wages for workers. There is also an increase in work 
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related injuries and illnesses. The last thing construction workers 
need in this economy is to have their wages cut. 

At the end of the day that is just what any argument against 
Davis-Bacon prevailing wage protection would amount to, a reduc- 
tion in wages and the elimination of a standard of living for work- 
ers where they can raise and educate their families while ulti- 
mately ensuring their own retirement. 

Mr. Chairman, I have confidence that we can use this hearing 
constructively to discuss the legitimate issues raised by the GAO 
and not as a policy to debate whether or not Davis-Bacon has some 
merit that we know they have. I yield back. 

[The statement of Ms. Woolsey follows:] 

Prepared Statement of Hon. Lynn C. Woolsey, Ranking Minority Member, 
Subcommittee on Workforce Protections 

Thank you Mr. Chairman and thank you for holding this hearing to examine the 
Department of Labor’s implementation of the Davis-Bacon Act because it provides 
us a forum today to highlight how it has helped maintain decent wages for workers 
and supported local communities that are vulnerable to changes in the economy. 

Of course, we’re also here because the Government Accountability Office (GAO) 
has determined that there are issues with the survey process used by the Depart- 
ment of Labor to determine local prevailing wages. GAO found that at times surveys 
use outdated wage data and had low response rates. It is my understanding and 
the other questions that you brought up that the Department has instituted policies 
to address some of these issues. 

Let’s be clear: we all agree that the Department must work to see that its survey 
process is effective and the wage rates it publishes for federal projects are accurate. 
Making sure federal policies work as intended is not a partisan issue. 

We should be careful, however, not to read into the GAO report and draw conclu- 
sions that it absolutely doesn’t make. The GAO’s report does not conclude that 
Davis-Bacon drives up the costs of construction projects or inhibits job growth. 
These are discredited theories that don’t hold up to scrutiny. 

The Davis-Bacon Act requires contractors on federal construction projects to pay 
their employees no less than the locally prevailing wage. This is important because 
it ensures that the federal government does not use its bargaining power to drive 
down wages which would actually hurt local economies. Instead, the Act makes cer- 
tain that federally financed projects encourage competition, contribute to the devel- 
opment of a skilled workforce for the future, and pay decent wages. This is sound 
and proven public policy. 

Without prevailing wage laws, like Davis-Bacon, contractors would be encouraged 
to assemble the cheapest and most exploitable workforce rather than best trained, 
equipped, and managed workers. It would be a race to the bottom, subsidized by 
the federal government. 

Much of the opposition to prevailing wage protections is grounded in decades of 
false rhetoric and misinformation. Studies consistently show that Davis-Bacon pre- 
vailing wage requirements DO NOT increase the cost of federal construction. In ad- 
dition, several reports on prevailing wage requirements have found that prevailing 
wages provide numerous benefits including: higher wages, better workplace safety, 
increased government revenues, and they elevate worker skills and standards in the 
construction industry. 

Likewise, a 2006 study determined that states with prevailing wage laws had 
higher rates of construction training programs, and trainees were more likely to 
complete their programs compared to the states without prevailing wage laws. 

We have seen the effects when prevailing wage laws have been repealed at the 
state level — competitive pressures in the industry lead to lower wages for workers. 
There is also an increase in work-related injuries and illnesses. 

The last thing construction workers need in this economy is to have their wages 
cut. At the end of the day, that is just what any argument against Davis-Bacon pre- 
vailing wage protections would amount to — a reduction in wages and the elimi- 
nation of a standard of living for workers where they can raise and educate their 
families, while ultimately ensuring their own retirement. Mr. Chairman, I have con- 
fidence that we can use this hearing constructively to discuss the legitimate issues 
raised by the GAO and not as a policy to debate whether or not Davis-Bacon has 
the merits that we know they have. 
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Chairman Walberg. I thank you, Ranking Member. Pursuant to 
committee rules all members will be permitted to submit written 
statements to be included in the permanent hearing record. And 
without objection the hearing record will remain open for 14 days 
to allow questions for the record. Statements and extraneous mate- 
rial reference during the hearing to be submitted for the official 
hearing record. 

It is now my pleasure to introduce our distinguished panel of wit- 
nesses. Dr. Andrew Sherrill is Director of Education, Workforce 
and Income Security with the U. S. Government Accountability Of- 
fice in Washington, D. C. He was appointed to GAO’s senior execu- 
tive service in 2009. 

In his 20 years at GAO he has led teams in producing reports 
for the Congress on a broad range of topics including workforce de- 
velopment, unemployment insurance, workers’ compensation pro- 
grams, women in the labor force, welfare reform, foreign labor pro- 
grams, and mass care after hurricane Katrina. 

Mr. Sherrill received his PhD and M. A. from the University of 
Texas at Austin and his B. A. from Trinity University at San Anto- 
nio, Texas. In addition he completed course work in the masters 
program at the Lyndon Baines Johnson School of Public Affairs at 
the University of Texas at Austin. He is a member of the National 
Academy of Social Insurance. And we welcome you. 

Mr. Thomas M. Markey is the deputy administrator of program 
operations at the U. S. Department of Labor. Mr. Markey has 
served at the Department of Labor in a variety of positions since 
1972 including his role as the Director for the Federal Employees 
Compensation Program from 1985 through 1998. Mr. Markey is a 
graduate of Rutgers University and is a veteran of the United 
States Army. And we thank you for your service. 

Mr. Ross Eisenbrey is vice president of the Economic Policy Insti- 
tute and a former staffer with this committee, welcome back. Mr. 
Eisenbrey is a lawyer and former commissioner of the U. S. Occu- 
pational Safety and Health Review Commission. Prior to joining 
the Economic Policy Institute he worked for many years as a staff 
attorney and legislative director in the U. S. House of Representa- 
tives and as a committee counsel in the U. S. Senate. 

Additionally he served as policy director of the Occupational 
Safety and Health Administration from 1999 to 2001. Mr. 
Eisenbrey holds a J. D. from University of Michigan Law School — 
go Blue — and a B.A. from Middlebury College as well as was raised 
in Michigan itself, so welcome. 

Mr. James Sherk is senior policy and analyst of labor economics 
at the Heritage Foundation. In his position Mr. Sherk works on 
minimum wage, card check, rising standards of living and other 
tax, labor and economic issues in Heritage Center for Data Anal- 
ysis. 

Mr. Sherk received an M. A. in Economics with a concentration 
in Econometrics in Labor Economics from the University of Roch- 
ester and a Bachelor’s Degree in Economics and Mathematics from 
my district, Hillsdale College. Welcome, glad to have you here. 

Mr. Thomas Mistick is principal of the Church Restoration 
Group. Mr. Mistick’s Church Restoration Group offers restoration 
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and construction services for historic and sacred sites across the 
country. 

Mr. Mistick has completed more than $1 billion in construction 
and restoration during his 30-plus years running the Mistick fam- 
ily of companies. Mr. Mistick has a great deal of experience trying 
to navigate the Davis-Bacon regulations, otherwise known as real- 
world experience. 

Mr. Mistick received his undergraduate degree from Harvard 
College where he graduated cum laude. He holds a graduate degree 
in Systems Analysis and Finance from Stanford University’s Grad- 
uate School of Business and a J. D. from the University of Pitts- 
burg School of Law. Mr. Mistick is testifying on behalf of the Asso- 
ciated Builders and Contractors. Thank you, each of you, for being 
here. 

Before I recognize each of you to provide your testimony let me 
briefly explain our lighting system. You will each have 5 minutes 
to present your testimony. When you begin — and I guess I would 
say 5 minutes unless the Chairman here enjoys your testimony so 
much and is known to let it go on and on. 

I know that the ranking member and the full committee — the 
gentleman from California — will make it very clear to me when I 
have gone past that red light. 

And I appreciate that, Mr. Miller. 

When you begin the light in front of you will turn green. When 
1 minute is left the light will turn yellow and when your time has 
expired the light will turn red at which point I will ask that you 
wrap it up quickly. Your remarks are important but the time is of 
necessity as well. 

After everyone has testified members will each have 5 minutes 
to ask questions of the panel. 

And so having said that let me start with Mr. Sherrill, your testi- 
mony we appreciate. 

STATEMENT OF DR. ANDREW SHERRILL, DIRECTOR OF EDU- 
CATION, WORKFORCE, AND INCOME SECURITY, U.S. GOV- 
ERNMENT ACCOUNTABILITY OFFICE 

Mr. Sherrill. Mr. Chairman, ranking member Woolsey, and 
members of the sub-committee, I am pleased to be here today to 
discuss the Department of Labor’s procedures for determining pre- 
vailing wages under the Davis-Bacon Act. 

Our prior reports — in those of Labor’s Inspector General have 
made various recommendations to improve these procedures. Today 
I will present the results of our report that was publicly issued last 
week. 

This report covers two topics, first the extent to which labor has 
addressed concerns regarding the quality of the Davis-Bacon wage 
determination process and second additional issues identified by 
stakeholders regarding the wage determination process. 

In recent years Labor has taken several steps to improve its 
wage determinations. However, Labor has not addressed some key 
issues with survey quality such as the representativeness and suffi- 
ciency of survey data collected. 

Among the steps Labor had taken is to shift away from a one- 
size-fits-all approach for the four construction types. For highway 
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surveys Labor began using certified payrolls as the primary data 
source. For building and heavy surveys Labor adjusted timeframes 
to better manage the quality of data received. 

Labor expects these and other changes to reduce the time needed 
to process highway surveys by more than 50 percent — ^by more 
than 80 percent and building and heavy surveys by more than 50 
percent. 

While it is too early to fully assess the effects of Labor’s changes 
a review found that they may not achieve expected results. Of the 
12 surveys conducted under Labor’s review process that we as- 
sessed against Labor’s new timelines we found that ten were be- 
hind schedule, some by several steps in the process. 

Many published wage rates are several years old. Labor’s 2010 
performance goal was for 90 percent of published wage rates for 
building, heavy and highway construction to be no more than three 
years old. Labor achieved 61 percent. When we drilled down we 
found almost 75 percent of the union prevailing rates were three 
years old or less. In contrast 36 percent of the non-union prevailing 
rates were three years old or less, almost half were ten or more 
years old. 

We also found critical problems with Labor’s wage survey meth- 
odology — continued or survey-hindered survey quality. Labor can- 
not determine whether its wage determinations accurately rep- 
resent prevailing wages because it does not calculate survey re- 
sponse rates or analyze those who do not respond. 

A low response rate may mean the results are misleading or in- 
accurate if those who differ — if those who respond differ sub- 
stantively and systematically from those who do not respond. While 
Labor is required by law to issue wage rates by the civil sub-divi- 
sion of the state, its goal to issue them at the county level is often 
not met because of insufficient survey response. 

We reviewed four surveys that were issued in 2009 or 2010 and 
found that Labor issued 11 percent of wage rates for key job classi- 
fications using data from a single county. Forty percent of the wage 
rates were based on statewide data. That means that the rate was 
based either on data from all of the rural — or all of the metropoli- 
tan counties in the entire state. 

In the four surveys over one-quarter of the wage rates for key job 
classifications were based on data reported for six or fewer work- 
ers. The statutory requirement to issue rates by civil sub-division 
limits Labor’s ability to address inadequate data. Labor’s not able 
to augment its survey data with sources that draw on other geo- 
graphical areas such as metropolitan statistical areas that may bet- 
ter reflect regional markets. 

We interviewed a wide variety of stakeholders including aca- 
demics, contractors, contractor associations, unions to obtain their 
perspectives. They voiced two key concerns, first little incentives to 
participate in the wage surveys, second a lack of transparency in 
the survey process. 

Stakeholders cited various factors. They said were disincentives 
to participate, for example, kit contractors may lack the necessary 
resources, do not understand the purpose of the survey, may not 
see the point in responding. 
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Stakeholders also said there was a lack of transparency about 
the number of workers and wage rates used to calculate prevailing 
wages for each job classification and for providing such information 
could enhance understanding of the process and result in greater 
participation. 

So in sum, to improve the quality and timeliness of the wage sur- 
veys we recommended that Labor enlist the National Academies or 
another independent statistical organization to evaluate and try to 
provide objective advice on the survey, its methods and design, po- 
tential for conducting a sample survey instead of a census survey 
and other aspects of doing the process. 

We also recommended that Labor take steps to improve the 
transparency of its wage determinations which could encourage 
greater participation in the survey. Finally we suggested that Con- 
gress consider amending the requirement that Labor issue wage 
rates by civil subdivision to provide the agency with more flexi- 
bility. 

Mr. Chairman, ranking member Woolsey, members of the sub- 
committee, that concludes my remarks. I would be happy to answer 
any questions you may have. 

[The statement of Mr. Sherrill may be accessed at the following 
Internet address:] 

http : / / www.gao.gov / new. items I dll486t.pdf 


Chairman Walberg. Thank you. Dr. Sherrill. 

Mr. Markey? 

STATEMENT OF TOM M. MARKEY, DEPUTY ADMINISTRATOR 

FOR PROGRAM OPERATIONS, WAGE AND HOUR DIVISION, 

U.S. DEPARTMENT OF LABOR 

Mr. Markey. Chairman Walberg, ranking member Woolsey and 
members of the sub-committee, thank you for the opportunity to 
talk to you today about the role of the Department Wage and Hour 
Division in Davis-Bacon wage determination. 

The Davis-Bacon Survey Program was evaluated extensively in 
the 1990s and early 2000s. The two evaluations that are most rel- 
evant of what we will be discussing today are the 1999 GAO report 
and the 2004 OIG report. Both reviews concluded that despite 
Wage and Hour’s efforts there were still numerous problems with 
timeliness and accuracy of wage determinations. 

To address these concerns Wage and Hour enlisted the help of 
McGraw-Hill Construction Analytics to assess our process and op- 
erations. They recommended improving and stabilizing the IT sys- 
tem, developing policies and training for survey staff, establishing 
metrics to measure time limits and productivity and improving 
communication with internal staff and external stakeholders. 

Wage and Hour has implemented improving this based on these 
recommendations which are starting to bear fruit. From 2005 
through January 2011 Wage and Hour issued several major re- 
leases to both its automated systems. These changes were designed 
to complete and publish wage determinations in a more timely 
fashion. In 2007 a bridge connecting both of these IT systems be- 
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came operational, thereby allowing improvements to survey per- 
formance measurements. 

In addition Wage and Hour increased the number of survey staff, 
established a new yearly training program for all survey staff, 
drafted a new manual of operations — and using a manual and a 
training guide that is updated with each IT system release — insti- 
tuted performance measures for the age of wage rates, the period 
of time from completion of the survey to publication and the time 
required to conduct surveys. 

It also incorporated analyst tracking reports enabling supervisors 
to monitor the time spent by analysts and survey processing and 
in specific task. Finally it developed new performance standards in 
the fiscal year 2010 rating cycle for Wage and Hour staff. Wage 
and Hour’s recent re-engineering efforts are as follows. 

For highway construction many state departments of transpor- 
tation conduct surveys of highway construction using the same pay- 
ment data as Wage and Hour. We now work with these states to 
issue and maintain current prevailing highway wage rates. 

For residential surveys to combat traditionally low response 
rates we are now conducting these surveys separately so we can 
also call and visit to supplement the mailing that contractors re- 
ceive. 

For building and heavy construction we initiate a pilot program 
of completing these in a shorter period of time — on average Wage 
and Hours’ completing these surveys under this pilot within 24 
months as opposed to many years in the past. At the same time 
Wage and Hour was conducting all these improvements the agency 
published wage determinations for 22 statewide backlog surveys. 

The 2011 GAO report contains two recommendations. With re- 
gard to the first one on the National Academies or other statistical 
organizations we feel that given that we are currently making 
changes to contract to a different organization and evaluate the ef- 
forts of Wage and Hour may be premature, especially in light of 
cost considerations. Wage and Hour nevertheless will explore the 
options for seeking independent evaluation of survey methodology. 

With regard to a transparency the wage determinations are 
housed on WDOL, which is the result of a collaboration of multiple 
federal agencies. Consequently any changes to the website must be 
made in collaboration with these other entities and cannot be made 
unilaterally by the department. We do, however, agree that the 
public should have more information to clearly understand the 
process here and have opened a dialogue with these other agencies. 

Eight years after its enactment, the Davis-Bacon and related 
Acts continued to protect the wages of hard-working Americans as 
they build the nation’s infrastructure. Wage and Hour is doing its 
part in this endeavor by re-engineering the Davis-Bacon Survey 
Program to ensure that the injection of federal construction funds 
to communities does not depress the wages of the local workforce. 
Again thank you for the opportunity to testify today. I am happy 
to answer any questions that the sub-committee may have. 

[The statement of Mr. Markey follows:] 
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Prepared Statement of Thomas M. Markey, Deputy Administrator for 

Program Operations, Wage and Hour Division, U.S. Department of Labor 

Chairman Walberg, Ranking Member Woolsey, and Members of the Sub- 
committee, thank you for the opportunity to talk with you today about the role of 
the U.S. Department of Labor’s Wage and Hour Division (WHD) in Davis-Bacon Act 
wage determinations and enforcement. I appreciate the opportunity to discuss 
WHD’s efforts to reengineer the Davis-Bacon Survey Program and our work to revi- 
talize the enforcement of Davis-Bacon requirements on federally funded construction 
projects. 

The principle underljdng the Davis-Bacon Act (DBA) is simple — to ensure that the 
Federal Government’s extensive contracting activity does not have the unintended 
consequence of depressing workers’ wages. Since its enactment in 1931, the DBA 
has ensured minimum compensation levels for construction workers based on the 
wages paid in a given locality and has provided a level playing field for all contrac- 
tors in the construction industry. Construction is a labor-intensive sector of the 
economy, often with multiple layers of contracting and subcontracting. Without the 
DBA and the over 60 Davis-Bacon “related Acts” that contain Davis-Bacon pre- 
vailing wage requirements, the Federal contracting agencies, state and local govern- 
ments, and recipients of Federal grants who are responsible for federally funded or 
assisted construction projects might never assume direct responsibility for the wages 
of the laborers and mechanics who build our nation’s buildings, pave our roads, dig 
our trenches, and maintain our infrastructure. 

The DBA and the standards that it imposes on the Federal government and re- 
cipients of Federal funds ensure that hard-working middle class Americans will not 
see their wages and benefits undercut by Federal spending practices. As important, 
these standards enable local contractors and subcontractors to compete for local 
projects by protecting them from underbidding by contractors who import workforces 
from outside the local community. As Secretary Solis’ vision for the Department of 
Labor appropriately articulates, it is about “Good Jobs for Everyone.” 

Today, the Federal government continues to construct buildings, build dams, and 
fund housing projects. State highway departments pave roads with Federal funds 
from the Federal Highway Administration. Local and State governments build 
water treatment plants, modernize schools, and renovate airports. Many of these 
projects are funded by the American Recovery and Reinvestment Act of 2009 (Recov- 
ery Act), which appropriated substantial funding for construction, alteration and re- 
pair of Federal buildings and for infrastructure projects. The DBA therefore is as 
relevant today as it was when it was first enacted, and it continues to provide stable 
wage rates and benefits that attract higher-skilled labor. And by attracting higher- 
skilled workers who are both experienced and productive, construction projects are 
more often completed on time and at lower cost. 

The average annual earnings for construction workers in May 2009 was $43,350 — 
not significantly higher than the average annual earnings for construction workers 
reported in 1995, when the Department last testified on the DBA before the House 
Subcommittee on Workforce Protections. The industry remains particularly suscep- 
tible to economic fluctuations that bring on periods of high unemployment and 
underemployment, as we have seen in the most recent recession that began in De- 
cember 2007. When Federal construction causes a sudden significant increase in the 
demand for local labor in a high unemployment labor market, absent a prevailing 
wage requirement, there is a strong downward pressure on local wages as the un- 
employed and underemployed are drawn into the area for work. The Davis-Bacon 
and related Acts provide the safety net for those local workers, their construction 
companies, and their communities. 

DOL and Davis-Bacon Wage Determinations 

The longstanding mission of the Department of Labor’s Wage and Hour Division 
(WHD) is to promote and achieve compliance with labor standards to protect and 
enhance the welfare of the nation’s workforce. To this end, the WHD is responsible 
for administering and enforcing some of our nation’s most comprehensive federal 
labor laws covering, among other things, requirements and obligations relating to 
minimum wage and overtime pay, recordkeeping, child labor, family and medical 
leave, migrant work and worker protections in certain temporary worker programs, 
and the prevailing wages for government service and construction contracts. 

The Davis-Bacon Act requires that all contractors and subcontractors performing 
work on federal contracts in excess of $2,000 for the construction, alteration, or re- 
pair of public buildings or public works (and contractors or subcontractors per- 
forming on federally assisted contracts under the related Acts) pay their laborers 
and mechanics not less than the prevailing wage rates and fringe benefits listed in 
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the contract’s Davis-Bacon wage determination for corresponding classes of laborers 
and mechanics employed on similar projects in the area. Davis-Bacon labor stand- 
ards clauses must be included in covered contracts. Since the 1990s, WHD has fo- 
cused on improving the accuracy and timeliness of DBA wage determinations by re- 
engineering the DBA survey program and providing the best opportunities for in- 
creasing stakeholder participation. During the last 24 months in particular, WHD 
has reevaluated and changed various administrative processes, addressed rec- 
ommendations from various audits, improved outreach, and enhanced enforcement. 
These changes of the last two years are already producing positive results. 

For example, the survey backlog is gone. The only surveys being processed in the 
system at this time are recent surveys and some of these surveys are nearing publi- 
cation. Additionally, the time needed for survey analysis (cutoff date to on-site 
verification) has decreased from 2-5 years to less than 12 months. 

The 2011 Government Accountability Office (GAO) audit of the Davis-Bacon Sur- 
vey Program at issue in today’s hearing analyzed WHD’s IT system, the timeliness 
and accuracy of the survey process, the effectiveness of WHD personnel, and the 
performance measures WHD employed. Prior to the audit, WHD was already en- 
gaged in addressing many of these issues, but, as WHD staff acknowledged to the 
GAO auditor, WHD’s improvements to its DBA survey program are ongoing. 

IT System 

WHD has adopted a systematic approach to effect improvements in the wage de- 
terminations IT system. From 2005 through January 2011, twenty-nine (29) major 
releases and updates were made to WHD’s Automated Survey Data System (ASDS) 
and seventeen (17) major releases and updates were made to the Wage Determina- 
tion Generation System (WDGS). The changes were designed to increase the speed 
of processing so that surveys could be completed and published in a more timely 
fashion. In 2007, a “bridge” connecting both of these IT systems (an enhancement 
that had been discussed in WHD’s May 2006 report to Congress) became oper- 
ational, thereby allowing improvements to survey performance measurements and 
other reports. 

These IT improvements have enhanced the efficiency and effectiveness of myriad 
tasks performed both by the WHD’s analysts and by the agency’s contract staff at 
the University of Tennessee’s Construction Industry Research and Policy Center 
(CIRPC). For example, the usual time needed to complete basic business processes, 
such as loading F.W. Dodge reports that identify construction projects within a par- 
ticular geographic area, has been reduced from three weeks to one hour; the time 
needed to prepare documents for on-site verification has been reduced from one 
month to one day; and area practice resolution by WHD staff has been reduced from 
weeks to one day. 

IT development and resulting changes to the survey process to further increase 
the accuracy and timeliness of DBA wage surveys and wage determinations are still 
ongoing. Also, improvements to reports used to assess the performance of both WHD 
analysts as well as the overall program continue to be developed and implemented. 

Process (Timeliness and Accuracy) 

Prior to the 2011 GAO audit, WHD began reviewing survey processes in the key 
areas in which there was substantial time expenditure by staff (WHD and contract 
staff). Many of the large time expenditures were reduced by IT improvements. For 
example, the time spent by WHD survey analysts on administrative/clerical type 
functions was greatly reduced when WHD modified the University of Tennessee con- 
tract, thereby freeing WHD staff to concentrate on analysis and clarification of data. 
Regional WHD analysts are now performing analysis and clarification of data within 
two weeks of the receipt of such data. Despite a large amount of data still being 
received on the survey cut-off date, processing time is quicker than before because 
all other data is reviewed and processed by the cut-off date. Currently, contractor, 
third party, and on-site verification are being performed within an average of six 
to eight months from survey cut-off date compared to the 12-15 months it took prior 
to 2010. 

Early IT problems had caused a backlog of surveys awaiting on-site verification, 
analysis, review, and publication. In 2005, there were 22 statewide surveys in 
WHD’s Automated Survey Data System (ASDS) that had been started in the years 
2002 through 2004. This backlog of surveys in the data system affected the start 
of new surveys. To remedy this, changes were made to the IT program allowing 
cross-regional work and, as a result, new surveys were started in 2007. Additionally, 
all of the 22 “old” surveys were completed and published either in FY 2009 or in 
FY 2010. 
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Beginning in 2002, new statewide surveys were conducted of all four types of con- 
struction (residential, highway, building, and heavy) in an effort to meiximize re- 
sponses. Because they covered all four types of construction at one time, the surveys 
were very large and clarification and analysis became much more difficult. In 2009, 
WHD determined that it would be more efficient for residential and highway sur- 
veys to be conducted separately, while continuing to conduct building and heavy 
construction statewide surveys concurrently because the same universe of contrac- 
tors are engaged in both building and heavy construction. Additionally, most build- 
ing construction is related to heavy construction, i.e., site prep and utility infra- 
structure. 

Concerning highway construction, because many state Department of Transpor- 
tation (DOT) offices conduct state surveys of highway construction using the same 
payment data used by WHD in their surveys, WHD contacted all state DOTs re- 
garding state conducted highway construction surveys to obtain their data and sur- 
vey information. For those states in which highway surveys were not conducted by 
the state, WHD began working with those states to obtain certified pa3Toll data so 
that WHD could conduct the survey. Based on this effort, 33 states now work with 
WHD to issue and maintain current prevailing highway wage rates. Three states 
(Arkansas, Mississippi, and Utah) were surveyed by WHD, and new highway rates 
were published in 2008. WHD will also publish 11 statewide highway surveys fund- 
ed under the Recovery Act in 2011 (Oklahoma, New Mexico, North Carolina, South 
Carolina, Nebraska, Maine, Vermont, New Hampshire, Colorado, Louisiana, and 
Florida). WHD will work with the state DOTs on the three remaining states (Ken- 
tucky, Massachusetts, and Idaho) to obtain state data or conduct a survey in 2012. 
Also in 2012, WHD will schedule new highway surveys for Arkansas, Mississippi, 
and Utah. Upon publication of these surveys, WHD will have met its goal of having 
all surveys of highway construction completed with results (wage rates) published 
within the last three years. WHD will then develop a survey plan with a schedule 
of publishing rates for 17 states each year so that highway construction wage rates 
are based on data no older than three years. 

Residential surveys are the most difficult of all surveys to conduct because the 
construction projects are small and the contractor response rate is the lowest of all 
survey types. As a result, WHD decided to conduct these surveys separately so that 
additional calls and/or visits to contractors to solicit participation could be made. 
WHD began its revised residential construction program in 2010 with a statewide 
survey of Missouri. Residential surveys of Maine, Vermont, New Hampshire, Mary- 
land, Virginia, North Carolina, South Carolina, Nevada, Washington, and Oregon 
will follow in 2011 and 2012. 

Personnel 

WHD has increased the number of both its Federal survey staff in the regional 
offices as well as contract staff at the University of Tennessee to provide support 
for the increased number of surveys and the reduced timeframes in which surveys 
are to be concluded. 

In 2006, the WHD national office established a new yearly training program for 
all of the field offices in each region. Training is also provided to University of Ten- 
nessee staff by WHD national office personnel. 

Additionally, WHD has drafted a new manual of operations. Once approved, it 
will be posted on the WHD Intranet for use by staff as well as on the agency’s public 
website. Moreover, with each new update to WHD’s IT systems (WDGS and ASDS), 
a training guide is now also prepared and training on the new release is provided 
to analysts. WHD prepared a comprehensive user manual for each of the automated 
systems in 2008. The manuals are updated with each release and are maintained 
on the WHD Intranet. 

Yearly planning meetings are held with the Regional Wage Specialists (RWS), 
Senior Wage Analysts, and National Office staff. Monthly conference calls are held 
with all regional and national office staff. In addition, regular calls as well as on- 
site visits are made to contractors. 

Performance Measures 

From 2004 through 2009, the only performance measure that WHD reported for 
the Davis-Bacon Survey Program was related to the processing of wage determina- 
tions submission (“WD-10”) forms, which measured only how efficiently WHD staff 
processed the survey forms. However, in 2006, WHD instituted additional perform- 
ance measures for this program to address the timeliness of the DBA wage survey 
and wage determinations program. The age of wage rates, the period of time from 
completion of the survey to publication, and the time required to conduct surveys 
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are now measured. Reports measuring these items are in ASDS and WDGS and are 
calculated based on the work processes performed in the system. 

The 2011 GAO Report indicates that start dates are being entered into the system 
differently by regions and, therefore, the ability to accurately measure the survey 
timeliness is affected accordingly. However, the surveys reviewed and discussed in 
the 2011 GAO report were entered into ASDS in early January 2009, prior to the 
date when a new survey time tracking report was implemented in the October 2009 
ASDS release. This accounts for the differences in reporting by the regions. In the 
planned April 2011 release, ASDS will automatically populate the fields when the 
region enters data so there will be uniformity in reporting. This report, along with 
the analysts’ time reports, will allow WHD to monitor the processes in which large 
amounts of time are being spent and allocate resources accordingly. 

Analyst time tracking reports were incorporated into ASDS in 2009, enabling su- 
pervisors to monitor the time spent by analysts in survey processing and in specific 
tasks. Additionally, all WD-lOs reviewed and submitted by analysts are also re- 
viewed by the senior wage analyst in each region and feedback is given immediately 
to the analysts. All of these initiatives have resulted in more accurate reporting of 
information, allowing, among other things, WHD national office personnel to mon- 
itor the time spent in specific survey activities. Additionally, new performance 
standards were also developed for the FY 2010 rating cycle for WHD regional and 
national office survey and wage determinations staff. These standards are closely 
aligned to the agency’s program performance goals and measures. 

As documented in the foregoing, WHD has implemented numerous changes over 
the last five years. As GAO acknowledges with respect to timeliness, it is too early 
to assess the effects of Labor’s 2009 changes. This is also true with respect to other 
process improvements that WHD has implemented over the last two years. For 
building and heavy construction, the new processes instituted in 2009 and 2010 
broke down the survey process for these types of construction into discrete tasks and 
estimated how long each task should take, with a goal of completing building and 
heavy surveys in a shorter period of time (19 months). There were five surveys in 
the pilot: Montana, Wyoming, North Carolina, South Carolina, and West Virginia. 
The 2011 GAO Report states that WHD is behind schedule in each of these surveys. 
The pilot program was developed to test this process, refine it, and eventually meet 
the estimated goal of 19 months. Of the nine building and heavy statewide surveys 
started in 2009 with data collection cut-off dates from December 31, 2009, to Feb- 
ruary 28, 2010, four surveys (Montana, Wyoming, New Hampshire, and Vermont) 
are being published now; three surveys (North Carolina, South Carolina, and Maine) 
will be published in next two months; and two surveys (West Virginia and Ne- 
braska) are in on-site verification and will be published in the summer of 2011. This 
is an average of 24 months from the time the survey was entered in the system to 
publication and an average of 12 months from the survey cut-off date to publication. 
This clearly indicates that WHD has substantially reduced the time in every process 
as compared to five or ten years ago. WHD continues to make improvements to the 
survey process in order to reach its goal of a 19-month turn around time period. 

In addition to conducting and completing all of the above surveys, WHD con- 
ducted and completed a building, heavy, highway, and residential survey of Guam 
in 2010, and a residential weatherization construction survey of 50 states and 
Washington D.C. in 2009. The weatherization construction survey in particular 
stands out as a significant accomplishment for WHD as the agency completed it 
within 3 months. The Department of Energy’s weatherization program received $5 
billion as a result of the Recovery Act. The Recovery Act also applied Davis-Bacon 
Act provisions to the program for the first time because Congress wanted to assure 
that workers employed on Recovery Act-funded projects were paid the legally man- 
dated wages and benefits. WHD initiated and completed the prevailing wage rate 
surveys during July and August 2009 and published weatherization rates for more 
than 3,000 counties by September 3, 2009. After publication, it was discovered that 
due to the inexperience of some community action agencies with the Davis-Bacon 
survey requirements, some of the data submitted to WHD had errors. As a result, 
WHD decided to re-verify all the submitted survey data to ensure the data was ac- 
curate and reliable. WHD then published revised prevailing wage rates for weather- 
ization in December 2009. 

Guam will continue to be surveyed every year in accordance with the legal re- 
quirements concerning Federal construction projects on Guam. The further reduc- 
tion of survey time should continue as more and more of the survey and wage deter- 
mination processes are being automated and improved. 

As WHD conducts surveys more frequently in accordance with the new processes 
outlined above, the age of the surveys addressed in the 2011 GAO Report with con- 
tractors and unions should be reduced. New wage surveys of states surveyed in 2002 



15 


are already being conducted. Surveys of Georgia, New Hampshire, Maine, and 
Vermont are currently being conducted. Surveys of Florida, Utah, and Nevada are 
planned for late 2011. 

The 2011 GAO Report also refers to the quality of representation and responsive- 
ness in WHD’s survey results. WHD has already taken steps to address this con- 
cern. Notably, the December 2010 ASDS release has provided the capability to track 
responses for every contractor and interested party, and the April 2011 release will 
give us additional reporting capability. The automatic breakdown by construction 
type will occur later in 2011. This will only affect building and heavy construction 
surveys as they are conducted together as one survey. However, as discussed in the 
2011 GAO Report, since these efforts are ongoing it is premature to assess their ef- 
fectiveness at this time. 

The 2011 GAO Report discusses the lack of incentive for stakeholders to partici- 
pate in the survey process. Despite an aggressive outreach program to increase par- 
ticipation in the survey process from all parties, including small contractors and 
their associations, the Davis-Bacon survey is still a voluntary survey. See 29 CFR 
1.3(a). Many of the shortcomings in the surveys arise from the voluntary nature of 
the survey process. 

There is also a discussion in the 2011 GAO Report about reporting errors. The 
errors mentioned in the report were found in the data verification process of the 
survey and typically (if not always) resulted from errors in the information provided 
by survey respondents, not from errors by WHD employees. WHD’s survey submis- 
sion form (WD-10) asks responders to report on the multiple types of work per- 
formed by each classification for which they are reporting data. WHD then bases 
rates on the work performed by the classification. While the 2011 GAO Report 
states that 19 of 27 interested parties (70%) interviewed by GAO found the forms 
easy to use, WHD believes any confusion by any stakeholder is undesirable. It is 
important to note, however, that many of the errors discovered during on-site 
verification do not impact the accuracy of the wage rates, such as recording the 
wrong name or address of the contractor, or not reporting the correct contract 
amount. These all get counted as errors but have no impact on the wage rates them- 
selves. 

The 2011 GAO Report at page 27 indicates that errors may have occurred because 
WHD did not pretest a redesigned form. However, this form is not a new form. It 
is the old WD-10 data placed on a scannable format. Over time there has been a 
substantial increase in electronic wage determinations submissions; and therefore, 
a decision was made to make changes to this format to allow respondents to save 
data, etc. so as to ease the information collection process on the part of the partici- 
pant. As noted in the 2011 GAO Report, WHD has indicated that another update 
is planned to address portions of the form that respondents find confusing. These 
changes may only be implemented with the approval of the Office of Management 
and Budget (0MB) in coordination with the U.S. Census Bureau, and in conjunction 
with changes to ASDS. The effectiveness of these changes cannot be assessed until 
after implementation. 

The 2011 GAO Report indicated that stakeholders found problems with the trans- 
parency of the process. WHD agrees that greater transparency would enhance the 
process and the agency has already identified a number of improvements that could 
be implemented. These improvements range from improvement to the WHD 
website, including additional information on the surveys and survey data, to more 
descriptive language on the wage determinations. 

In every WHD wage survey, contact is made with unions and contractor associa- 
tions. For the Florida and New York surveys mentioned in the 2011 GAO Report, 
the contractor associations did not respond to WHD’s offers of pre-survey briefings. 
WHD will continue to work with the contractor associations, unions, and other in- 
terested parties to increase participation and to solicit the necessary wage informa- 
tion. As surveys are conducted more regularly, WHD anticipates that participation 
in the pre-survey briefings and in the surveys themselves will become routine for 
the stakeholders, thus decreasing confusion and increasing overall response rates. 

2011 GAO Recommendations 

The 2011 GAO Report contains two recommendations for WHD. The first rec- 
ommendation suggests that the Secretary of Labor direct WHD to enlist the Na- 
tional Academies or other independent statistical organization to evaluate and pro- 
vide objective advice on the wage survey. WHD has previously enlisted McGraw Hill 
Construction Analytics, a firm of leading industry economists with expertise in con- 
struction analysis, trends, and forecasts, to assess WHD’s process and operations. 
The recommendations from McGraw Hill, which WHD provided to the GAO auditor, 
have been implemented and are beginning to bear fruit. Given that further changes 
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to the process are currently being implemented or will be implemented in the near 
future, contracting to a different organization to evaluate the efforts of WHD may 
be premature, especially in light of cost considerations. WHD will, nevertheless, ex- 
plore options for seeking independent evaluation of the survey methodology and 
identify organizations or academics that may have expertise in this area. 

The second recommendation states that the transparency of wage determinations 
needs to be improved. The wage determinations are housed on the website “WDOL.” 
The WDOL website is the result of a collaboration of the Department of Labor, 
0MB, National Technical Information Service, General Services Administration, and 
Department of Defense. Consequently, any changes to the Website must be made 
in collaboration with these other entities and cannot be made unilaterally by the 
Department of Labor. WHD, however, agrees with the recommendation that the 
public should have more information to clearly understand the information being re- 
quested and the calculations and codes that are used on the wage determinations. 
As indicated above, WHD is already undertaking steps to address these concerns. 

DBA Enforcement and Compliance Assistance 

In Fiscal Year (FY) 2010, in addition to focusing on reengineering the Davis- 
Bacon Survey Program, WHD also increased and enhanced its DBA enforcement 
and outreach activities, pursuing opportunities made possible with funds from the 
Recovery Act to implement new enforcement and outreach strategies with the objec- 
tive of realizing Secretary Solis’ vision of Good Jobs for Everyone. 

DOL’s commitment to improving compliance for workers on DBA covered con- 
struction projects is particularly important because the DBA does not provide for 
a private right of action to collect prevailing wages that are legally owed to them. 
Additionally, enforcement of the DBA provisions, as stated earlier, ensures that 
wage rates in local communities are not adversely impacted by an influx of workers 
who are willing to work at wages below those paid in the local area. Construction 
workers who work in high wage areas should not lose out on opportunities to work 
on Federal projects in their communities because workers from other areas are will- 
ing to take the jobs for less pay. The infusion of Federal dollars into communities 
should never be the trigger that depresses wages. 

In FY 2010, WHD pursued an aggressive enforcement and outreach program, tar- 
geting for DBA compliance 660 contractors and 51 projects funded under the Recov- 
ery Act. In addition, WHD reinforced its policy to accept third party complaints re- 
garding DBA noncompliance. As a result, in FY2010, WHD found over $7.4 million 
in back wage compensation owed to 3,716 employees on DBA-covered projects. Addi- 
tionally, in FY 2010, WHD completed 1,087 DBA and Recovery Act investigations. 
As a comparison, in FY 2008, WHD completed 406 DBA investigations. 

In part, WHD was able to achieve this measurable improvement after creating a 
new Senior Investigator Advisor (SIA) position, deplo 3 dng 33 existing investigators 
to serve as SIAs in various locations across the country. These advisors were respon- 
sible for overseeing all Recovery Act investigations, training, and coaching other 
WHD investigators in DBA enforcement principles, and providing training and out- 
reach to various stakeholders in the Federal contracting community. Because basic 
skills in DBA enforcement had diminished throughout the agency over the last ten 
years, training was undertaken at various levels of the organization on a nationwide 
basis. 

WHD also expanded its efforts to educate contractors and workers about their 
rights and responsibilities on DBA-covered work. To reach as large an audience as 
possible, WHD conducted a series of free Prevailing Wage Conferences on the laws 
and regulations applicable to Recovery Act projects. Specifically, these conferences 
included program seminars on the Davis-Bacon Act, the McNamara-O-Hara Service 
Contract Act and the Fair Labor Standards Act; the process of obtaining wage deter- 
minations and adding classifications; WHD’s compliance and enforcement processes; 
and the process for appealing wage rates, coverage and compliance determinations. 

The initial conferences in Washington, D.C.; Chicago; Orlando; Long Beach; San 
Antonio and Boston were intended to reach all geographic areas of the country. In 
FY 2010, WHD conducted three more Prevailing Wage Conferences in Guam, New 
Orleans, and Cleveland. Altogether, total registrations at these conferences exceeded 
2,170. Due to the success and positive response WHD received from these con- 
ferences, the agency announced that it will host five more conferences in FY2011 
in Melbourne, FL; New York City; Phoenix; Denver; and Las Vegas. 

In addition to the Prevailing Wage Conferences, WHD also increased its specific 
outreach to employers and employer associations to provide compliance assistance 
and education. The agency made presentations to the National Association of 
Women in Construction, the Independent Electrical Contractors, the Power and 
Communication Contractors Association, the Professional Services Council, and the 
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Associated General Contractors of America, and met with 370 minority/women- 
owned construction companies. WHD also developed a webpage dedicated to pro- 
viding all of our government contract stakeholders with up-to-date compliance as- 
sistance materials regarding the DBA, SCA, and the prevailing wage requirements 
under the Recovery Act. 

In addition, WHD provided compliance assistance to various contracting agencies 
and hundreds of contracting officers, and responded to technical assistance requests 
from many prime contractors and recipients of federal financial assistance awards, 
including grant recipients of the U.S. Department of Agriculture and the U.S. De- 
partment of Commerce for construction of fiber optic lines under the Broadband 
USA program, as well as recipients and contractors performing work under various 
Department of Energy programs, including the Weatherization Assistance Program. 
WHD participated in outreach events hosted by the President’s Recovery Account- 
ability and Transparency Board including the production of a You Tube video that 
highlights DBA requirements on Recovery Act funded projects. WHD also found op- 
portunities to conduct Recovery Act workshops and staff information booths at 
broader events such as the 2010 DOL Informational and Outreach forum at Rice 
University in Houston, TX. 

On March 31, 2011, the DOL Office of the Inspector General (OIG) published an 
audit of WHD’s DBA wage determinations and enforcement processes, particularly 
the agency’s utilization of Recovery Act funding. The objectives of the audit were 
to determine whether WHD: (1) provided adequate compliance assistance/outreach 
to ensure Recovery Act contractors and subcontractors complied with the DBA; (2) 
conducted timely prevailing wage complaint and directed investigations, in accord- 
ance with applicable policies and regulations; and (3) issued timely and reliable pre- 
vailing wage determinations in response to the Recovery Act, in accordance with ap- 
plicable policies and regulations. 

The OIG’s published report validates WHD’s efforts to improve outreach, enhance 
enforcement of the DBA provisions, and reengineer the Davis-Bacon Survey Pro- 
gram. Specifically, the OlG determined that: (1) WHD outreach efforts were exten- 
sive and effective; (2) WHD used Recovery Act funds to shift the overall focus of 
DBA investigations using initiatives that have resulted in lasting improvements to 
the investigation program; and (3) WHD conducted timely surveys and established 
reliable prevailing wage determinations required by the Recovery Act as illustrated 
by WHD’s use of Recovery Act funds to update 10 DBA highway surveys, and quick- 
ly issue rates for DOE’s weatherization program. The OIG did not make any rec- 
ommendations for improvement. 

WHD has implemented program goals and objectives for FY 2011 that will con- 
tinue targeting Recovery Act project investigations for DBA compliance, providing 
outreach opportunities for educating stakeholders on the DBA requirements, and 
aggressively pursuing complaints of DBA violations with an emphasis on targeting 
and debarring contractors who commit repeat or serious DBA violations. 

Conclusion 

Secretary Solis has consistently stated that all of the work of the Department of 
Labor is focused on achieving Good Jobs for Everyone. The Labor Department’s vi- 
sion of a “good job” includes jobs that: 

• increase workers’ incomes and narrow wage and income inequality; 

• assure workers are paid their wages and overtime; 

• are in safe and healthy workplaces, and fair and diverse workplaces; 

• provide workplace flexibility for family and personal care-giving; 

• improve health benefits and retirement security for all workers; and 

• assure workers have a voice in the workplace. 

To achieve this goal, the Department is using every tool in its toolbox, including 
increased enforcement actions, increased education and outreach, and targeted regu- 
latory actions. These unifying themes seek to foster a new calculus that strengthens 
protections for workers and results in significantly increased compliance. 

Eighty years after its enactment, the Davis-Bacon and related Acts continue to 
protect the wages of hard-working Americans as they build our nation’s infrastruc- 
ture. In addition to providing a stable and fair contracting environment for busi- 
nesses that perform construction covered by Davis-Bacon labor standards, the Acts 
ensure that construction workers receive appropriate prevailing wages that con- 
tribute to the quality of their lives and to the communities in which they live. 

WHD is doing its part in this endeavor by reengineering the Davis-Bacon Survey 
Program and enhancing enforcement of the DBA requirements to ensure workers 
are paid the wages they are legally owed and that the injection of Federal construc- 
tion funds into communities does not depress the wages of the local workforce. 
These efforts help to increase workers’ incomes and narrow wage and income in- 
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equality, and they ensure the sustainability of American’s hard-working middle 
class. 

Again, thank you for the opportunity to testify today. I am happy to answer any 
questions the Subcommittee may have on the Department of Labor’s work to im- 
prove the accuracy and timeliness of DBA wage determinations and to enhance DBA 
enforcement. 


Chairman Walberg. Thank you, Mr. Markey. 

Mr. Eisenhrey? 

STATEMENT OF ROSS EISENBREY, ESQ., VICE PRESIDENT, 
ECONOMIC POLICY INSTITUTE 

Mr. Eisenbrey. Thank you, Mr. Chairman. Congress enacted 
Davis-Bacon to assure workers on federal 

Chairman Walberg. Make sure your mic is on. 

Mr. Eisenbrey. Congress enacted Davis-Bacon to assure workers 
on construction projects a fair wage and to provide local contractors 
a fair opportunity to compete. The requirement to pay no less than 
locally prevailing wages is absolutely essential to protect local 
standards and to prevent competition based on low wages rather 
than on productivity, efficiency and quality. 

The act has achieved those goals for 80 years so it is easy to for- 
get its importance. Like many things in life it is only when it is 
gone that we realize just how valuable its protections really are. 
Hurricane Katrina is a case in point. After the hurricane struck the 
Gulf coast President Bush suspended the act by executive order. 
What happened? 

Well, workers didn’t get a fair wage because contractors could bid 
the work at the minimum wage instead of the prevailing wage. 
They brought in itinerant crews from outside the Gulf Coast, even 
from outside the U. S., and paid rock-bottom wages. 

Workers, for example, were reportedly hired at $60.00 per day, 
no benefits and a long workday. Local contractors were underbid 
and got passed over at their hour of greatest need and opportunity. 
They watched multi-nationals sweep in and take millions of dollars 
of federal clean-up contracts. Finally President Bush reinstated the 
act. 

When local workers are hired there is a benefit to local busi- 
nesses beyond construction firms. Local workers spend locally. Out 
of state crews take their wages with them. There are huge regional 
and state variations in construction industry pay just as there were 
in 1931. State hourly wages range from about $18.00 in Alabama 
to about $36.00 in Alaska. Construction wages in adjacent counties 
can also differ remarkably which is why Davis-Bacon’s preference 
for county-based wage determination makes some sense. 

Using OES data from the Bureau of Labor Statistics in the 
Chairman’s home state we see enormous differences between 
Washtenaw County where electricians average about $34 and hour 
and next door in Livingston County where they average about $27. 
Tile and marble setters in Livingston County earn about $32.00 an 
hour on average but next door in Genesee they earn far less, about 
$22.00 an hour. 

The Davis-Bacon Act serves another extremely important pur- 
pose. It supports high quality training by encouraging the oper- 
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ation of union apprenticeship programs and compelling the non- 
union sector to try to compete. 

The typical contractor has little incentive to invest in skills train- 
ing since the worker can carry that investment to another em- 
ployer. Unions overcome contractors’ natural reluctance to make 
the investment by compelling employers to contribute to joint ap- 
prenticeship funds. 

Every signatory contractor pays his fair share and benefits equal- 
ly from the training provided. The Davis-Bacon Act incentivises 
(sic) these apprenticeships by permitting payment of lower wage 
rates to employers enrolled in bone fide a apprenticeship programs. 
Contractors can submit lower bids when they employ bone fide a 
apprentices as part of their work force. 

Critics claim that the act raises the cost of construction bene- 
fiting the workers at the expense of taxpayers. But a great deal of 
empirical research refutes that. There have been natural experi- 
ments — elegant natural experiments where states have repealed 
their laws or passed laws and then you see what happens following 
that change in state law. And it shows without question that these 
laws do not raise construction costs. 

Higher wages lead employers to invest in labor saving tools and 
equipment which increases productivity. Better paid, more skilled 
workers are safer, work more efficiently and deliver a better prod- 
uct. 

Construction workers in states that have little Davis-Bacon Act 
prevailing wage laws are 13 percent to 15 percent more productive 
on average than construction workers in non-prevailing wage 
states. Given that construction wages and benefits are only about 
30 percent of construction cost it is easy to see how higher produc- 
tivity offsets the increased cost of prevailing wages. 

The GAO does identify some problems. The surveys are not — the 
response rates are not very good. And I have a couple of ideas in 
addition to what GAO suggests which I think makes a lot of sense. 
They should do more outreach. The Labor Department should do 
more outreach. 

They should use Webinars, they should get on the phone and call 
contractors. They should really make an effort to get a higher re- 
sponse rate. But there are other things that could b^e done and two 
in particular I think make a lot of sense. 

One would be to pay small employers — contractors — especially 
ones who aren’t bidders on contracts. Pay them $100 for their time 
to fill out the surveys. That would give them the incentive — if he 
says there is no incentive or little incentive now. That would give 
them an incentive. 

The other thing that could be done — and I think this is very im- 
portant — is to amend the Federal Acquisition Regulations to re- 
quire that anyone who does work on a federal construction contract 
has to respond. Mandate a response to any relevant appropriate 
survey. That would, by itself, greatly increase the response rate. 
Mr. Sherk will suggest using an alternative 

Chairman Walberg. Mr. Eisenbrey, your time is up. 

Mr. Eisenbrey. I — just to sum up I would just say that there are 
problems using the OES. It doesn’t have benefits. I think he recog- 
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nizes that and the sample sizes are too small to cover all of the 
classifications at the metropolitan survey area. 

[The statement of Mr. Eisenbrey follows:] 

Prepared Statement of Ross Eisenbrey, Viee President, 

Eeonomic Poliey Institute 

Good morning, Mr. Chairman and members of the subcommittee. I am Ross 
Eisenbrey, Vice President of the Economic Policy Institute, a non-partisan think 
tank whose mission is to document the impact of the economy on working and mid- 
dle class families and to develop policies to ensure shared prosperity. 

The subject of today’s hearing, the Davis Bacon Act and its implementation by 
the Department of Labor, is important to middle class Americans. The Act helps sta- 
bilize a sector of the economy which is fundamental to our overall economic perform- 
ance and which provides good jobs to millions of non-college educated men and 
women. 

Congress enacted the Davis Bacon Act to assure workers on federal construction 
projects a fair wage and to provide local contractors a fair opportunity to compete 
for construction contracts. The requirement to pay no less than locally prevailing 
wages is essential to protect local standards and to prevent competition based on 
low wages rather than on productivity, efficiency and quality. 

The Act has succeeded in those goals for 80 years, so it’s easy to forget its impor- 
tance. Like many things in life, it’s only when it’s gone that we realize just how 
valuable its protections really are. Hurricane Katrina is a case in point. After the 
hurricane struck the Gulf Coast, President Bush suspended the Act by executive 
order. What happened? 

Workers didn’t get a fair wage because contractors could bid the work at the min- 
imum wage instead of the prevailing wage. They brought in itinerant crews from 
outside the Gulf Coast — even from outside the U.S. — and paid rock bottom wages. 
Roofers, for example were reportedly hired at $60 per day. 

Local contractors couldn’t compete and got passed over at their hour of greatest 
need and opportunity. Stories in the Baltimore Sun, Atlanta Journal Constitution 
and New Orleans Times Picayune reported on the unhappiness of local businesses 
that watched multinationals sweep in and take millions of dollars of federal clean- 
up contracts. An editorial in the Times Picayune under the headline “Rebuilding ef- 
fort should be localized” hit the nail on the head: 

“[W]e are already moving quickly and boldly in the wrong direction * * * 
[Y]ou can hardly entice [our citizens] back if you’re only willing to pay pov- 
erty wages. But in the wake of the disaster. President Bush suspended the 
Davis-Bacon Act. * * * In essence, there’s no ceiling preventing sky-high 
profits for these [out-of-state] contractors and not much of a floor to ensure 
that wages to workers are not abysmally low. There is an intelligent way 
to rebuild our city. This, however, isn’t it.” 

When local workers are hired there’s a benefit to local businesses beyond the con- 
struction firms themselves because local workers spend locally. Out-of-state crews 
take their wages with them. 

The importance of the locally prevailing wage requirement in the Act goes beyond 
disaster situations, of course. There are huge regional and state variations in con- 
struction industry pay, just as there were in 1931. In 2010, we have data available 
for the hourly wage of all workers in the construction industry by state in 43 states. 
They averaged $24.54. However, the range of state hourly wages was quite large: 
from a low of $18.33 in Alabama to a high of $36.15 in Alaska. Five states had hour- 
ly wages in construction below $20 an hour (Alabama, Arkansas, Maine, Mississippi, 
Texas), and six states’ wages were above $30 an hour (Alaska, Illinois, Massachu- 
setts, New Jersey, New York, Washington). Likewise, within-state differences can 
be extreme. 

Construction wages in adjacent counties can differ remarkably, which is why the 
Davis-Bacon Act’s preference for county-based wage determinations makes sense. In 
the Chairman’s home state, it’s perhaps no surprise that carpenters average $9 an 
hour more in urban Washtenaw County than in rural Charlevoix County, according 
to BLS data (which do not account for further differences in fringe benefits). But 
there are enormous differences even between Washtenaw County, where electricians 
average $33.71 an hour, and next door in Livingston County, where they average 
$27.41. Tile and marble setters in Livingston County earn $31.69 on average, 
whereas next door in Genessee County they earn far less — $22.27 an hour. 

The Davis Bacon Act serves another extremely important purpose that was not 
foreseen by Congress in 1931. It supports high quality training by encouraging the 
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operation of union apprenticeship programs and compelling the non-union sector to 
try to compete. The typical contractor has very little incentive to invest in skills 
training since the worker can carry that investment with him to another employer. 
Unions overcome contractors’ natural reluctance to make the investment hy compel- 
ling employers to contribute to joint apprenticeship funds: every signatory con- 
tractor pays his fair share and benefits equally from the training provided. 

The Davis Bacon Act incentivizes apprenticeships by permitting payment of lower 
wage rates to employees enrolled in bona fide apprenticeship programs. Contractors 
can submit lower bids when they employ bona fide apprentices as part of their 
workforce. 

Critics claim these goals are achieved at too high a price, that the Act raises the 
cost of construction, benefitting the workers at the expense of teixpayers. But a great 
deal of empirical research refutes the claim that prevailing wage laws inflate con- 
struction costs. Work by Professors Peter Philips and Garth Magnum of the Univer- 
sity of Utah, by Prof. Dale Belman of Michigan State University, and Prof. Hamid 
Azari-Rad of the State University of New York, among others, shows that prevailing 
wage laws lift workers’ wages and compensation without significantly increasing 
construction costs. 

Higher wages lead employers to invest in labor-saving tools and equipment, which 
increases productivity. Better paid, more skilled workers are safer, work more effi- 
ciently, and deliver a better product. Prof. Philips has calculated that construction 
workers in states with “little Davis Bacon” prevailing wage laws are more produc- 
tive, on average, than construction workers in non-prevailing wage states. Their 
value added is 13-15% higher per employee. Given that construction wages and ben- 
efits are only about 30% of construction costs, it is easy to see how higher produc- 
tivity offsets the increased cost of prevailing wages. 

The GAO report 

GAO makes three recommendations, one for Congress and two for the Department 
of Labor: 

1. Congress should consider giving DOL more flexibility in the requirement that 
wage rates be issued by civil subdivision. 

2. DOL should obtain expert advice on its survey design and methodology. 

3. DOL should take steps to increase transparency in its wage determinations. 

None of these recommendations is earth-shaking, and the report makes clear that 

DOL is engaged in the process of making improvements. The Department seems to 
be on the verge of ending a long period of neglect, when many wage determinations 
were not updated for more than a decade and the survey process itself was allowed 
to drag on interminably. Highway surveys, for example, which have taken an aver- 
age of 42 months, will be completed in eight months. 

GAO admits that it is too early to fully assess the effects of changes DOL made 
in 2009, but it goes on to criticize the timeliness of survey data nevertheless. It is 
important, however, to remember that the use of older data usually means that 
wage rates are set lower than would otherwise be the case. It is employees, first 
and foremost, who pay the price for delays. 

With respect to the first recommendation, it is clear that DOL already has consid- 
erable flexibility in choosing the survey area for wage determinations and uses it. 
If there aren’t sufficient responses in a county, DOL combines nearby counties in 
groups and super groups, only resorting to statewide data when absolutely nec- 
essary. The large use of statewide data in the four states GAO examined is an indi- 
cation that DOL needs to do more to improve the survey response rate. 

As we saw earlier, there are very real differences, county by county, in how con- 
struction workers are compensated. To prevent the federal government from altering 
the market, wage determinations based on surveys that perfectly reflect county 
wage patterns would be ideal. The Bureau of Economic Affairs and the Bureau of 
Labor Statistics do not collect and report wage data consistently at the county level 
for all of the construction industry’s occupational classifications. The most direct so- 
lution is to improve the DOL surveys and collect more complete information. 

The surveys are voluntary, and that is a major source of the response rate prob- 
lem. Many reasons have been offered for the lack of participation: some people don’t 
understand the survey’s importance, others don’t trust or want to assist the govern- 
ment, while others feel they can’t afford to take the time to respond. The oddest 
reason GAO proffered was that some people think the surveys lead to inaccurate 
wage determinations, even though their non-participation is a cause of the inaccu- 
racy they complain about. 

GAO’s recommendations for greater outreach and transparency seem like obvious 
pieces of the puzzle. And I have trouble understanding DOL’s reluctance to seek ex- 
pert advice on ways to increase the survey response rate. The quality of the surveys 
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depends on maximizing the rate and accuracy of the responses. Getting help can 
never be premature. 

But two other solutions seem to be called for and could make a bigger difference. 

First, 0MB could require as a precondition for bidding on federal contracts that 
contractors participate in every relevant Davis-Bacon survey. This would be a small 
price to pay for the privilege of working on a federal construction project. And sec- 
ond, pa 3 dng the respondents for their time — even $100 per completed survey — might 
substantially increase the response rate, especially among small businesses. I am 
told the surveys actually take even a small contractor very little time to complete — 
about 55 minutes for first-time filers, and less thereafter. 

Suggestions that DOL abandon the Davis Bacon Act survey process and rely on 
the Bureau of Labor Statistics Occupational Employment Statistics (OES) for wage 
determinations have been made for many years and rejected after serious consider- 
ation. Among the many problems with the OES are the fact that it doesn’t collect 
benefits data — which can make up 20% or more of a worker’s compensation, and 
that its sample size is much too small to report data at the county or even MSA 
level on all of the construction occupations in each of the separate, key market 
areas: residential, building, highway and heavy. There would be considerable cost 
involved in redesigning the OES and increasing its sample size, and even then it 
could not meet the statutory requirement of determining the prevailing wage in the 
sense of identifying the single wage paid to a majority of workers in the locality of 
the construction, because the OES is an estimate constructed from a three-year av- 
erage of reported wages in various ranges. 


Chairman Walberg. Thank you for your testimony. 

Move on to Mr. Sherk. 

STATEMENT OF JAMES SHERK, SENIOR POLICY ANALYST IN 
LABOR ECONOMICS, THE HERITAGE FOUNDATION 

Mr. Sherk. Chairman Walberg, ranking member Woolsey and 
members of the sub-committee, thank you for inviting me to testify. 
My name is James Sherk and I am a senior policy analyst in Labor 
Economics at The Heritage Foundation. However, the views I ex- 
press in this testimony are my own and they should not be con- 
strued as representing an official position of the Heritage Founda- 
tion. 

I want to explain to you this morning that the Wage and Hour 
Division’s prevailing wage estimates in our survey is deeply flawed. 
And these flaws hurt both workers and taxpayers. 

There are three facts about the Davis-Bacon survey that Con- 
gress should be aware of The first fact is that the Wage and Hour 
division uses an unscientific methodology incapable of accurately 
estimating prevailing wages. The importance of a representative 
sample is a fundamental statistical principle. Accurate estimates 
are impossible without them. 

To see this just consider what would happen if Rush Limbaugh 
polled his audience about whether President Obama deserves re- 
election. Presumably an overwhelming majority would say he does 
not. Would this mean the President is headed for a landslide de- 
feat? Not necessarily. 

Limbaugh has a more conservative audience than the country as 
a whole. Drawing conclusions from an unrepresentative sample is 
unscientific and inaccurate. Nonetheless, that is what the Wage 
and Hour Division does. Many businesses ignore the Davis-Bacon 
Surveys and Wage and Hour does little to follow up with them. The 
survey responders who do respond are disproportionately large, 
unionized employers. Wage and Hour does not apply the standard 
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statistical corrections for this problem, such as waiting and imputa- 
tion. 

As a result, 63 percent of Davis-Bacon wages are union rates, 
while only 13 percent of construction workers belong to a union. 
The Davis-Bacon survey is not a representative sample and there 
is no reason to expect that it would reflect clear wages. But even 
if Wage and Hour properly randomized its survey, it is too few re- 
sponses to be accurate. Surveys become less accurate as their sam- 
ple size drops. When the sample size drops below 30, it becomes 
impossible to even estimate the survey’s margin of error. 

No professional pollster would conduct a survey of 28 voters. If 
the GAO finds that three-quarters of Davis-Bacon wage determina- 
tions are based on the wages paid to six or fewer workers, only one- 
quarter of them are based on wages paid to six or fewer workers. 
These small sample size make the results meaningless. The Davis- 
Bacon survey methodology is unscientific. Only by chance will it re- 
port clear wages. The second fact that Congress should know is 
that Davis-Bacon surveys are highly inaccurate. 

When Labor puts garbage in, they get garbage out. Now in most 
cities, these errors inflate Davis-Bacon rates — wages above market 
rates. For example, plumbers in Jackson, Michigan earn $28 an 
hour. But the Davis-Bacon rates there are $33 an hour, a 16 per- 
cent premium. 

Electricians in Sonoma County, California earn $20-odd an hour, 
but Davis-Bacon rates there are $44 an hour, 54 percent higher. 
But in other cities, Davis-Bacon rates are well below market wages. 

In Spartanburg, South Carolina the Wage and Hours Division 
contends that carpenters there earn federal minimum wage of 
$7.25 an hour. That is less than half of what they actually make. 

Nationwide, Davis-Bacon rates are 22 percent above market pay, 
and this inflates the cost of federal construction by about 10 per- 
cent. These inaccuracies have caused the government to hire four 
construction workers for the price of five, hurting both workers and 
taxpayers. 

Accurate data would reduce the deficit and allow Congress to 
build more construction without additional appropriations. This 
would create extra jobs for tens of thousands of unemployed con- 
struction workers without diverting resources from productive sec- 
tors of the economy. 

The third fact that Congress should keep in mind is that the Bu- 
reau of Labor Statistics estimates prevailing wages much more ac- 
curately than what the Wage and Hour Division does. 

Wage and Hour is an enforcement agency, its job is to enforce 
federal laws like the Family and Medical Leave Act, or the Min- 
imum Wage. It has no expertise in surveying wages and that is 
why you got such a bad methodology. The Bureau of Labor Statis- 
tics has exactly this — this expertise. 

That is why it exists. BLS methodology, accuracy and data qual- 
ity are internationally respected. Now The Bureau of Labor Statis- 
tics already conducts two nationwide occupational wage surveys. 
Unlike the Davis-Bacon survey, these surveys are based on rep- 
resentative samples. 

They have large sample sizes and are updated annually. They 
are scientific. They are accurate. That is why the Department of 
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Labor already uses these surveys to enforce prevailing wages for 
the Foreign Labor Certification Program and for the Service Con- 
tract Act. The chief obstacle to using BLS data is calculating hourly 
fringe benefit rates as required by the act. No existing nationwide 
survey covers employee benefits at the local level. 

This problem could be solved either by expanding the geographic 
scope of the National Compensation Survey or by collecting infor- 
mation on construction benefits through the Occupational Employ- 
ment Statistics Survey. If Congress wants accurate prevailing wage 
rates, it should direct the Bureau of Labor Statistics to calculate 
them. 

Thank you. I appreciate the opportunity to talk to you today 
about the deep flaws with the Davis-Bacon survey and how it hurts 
both workers and taxpayers. 

[The statement of Mr. Sherk follows:] 

Prepared Statement of James Sherk, Senior Policy Analyst in Labor 
Economics, the Heritage Foundation 

Chairman Walberg, Ranking Member Woolsey, and members of the Subcommittee 
on Workforce Protections, thank you for inviting me to testify before you today. My 
name is James Sherk and I am a senior policy analyst in labor economics at The 
Heritage Foundation. The views I express in this testimony are my own, and should 
not be construed as representing any official position of The Heritage Foundation. 

The GAO has identified many severe flaws in the process used to calculate Davis- 
Bacon prevailing wages. However, two aspects of the Department of Labor’s method- 
ology are particularly problematic: the use of a non-representative sample and ex- 
cessively small samples. These errors render Davis-Bacon wage estimates scientif- 
ically meaningless. 

As a result of these flaws, Davis-Bacon wages vary wildly from market rates. In 
some states, such as South Dakota, Davis-Bacon rates are below market rates. In 
other states, such as California, Davis-Bacon rates are well above market wages. On 
average, the Davis-Bacon rates are 22 percent above market wages. 

These errors hurt both workers and teixpayers. My estimates show that paying 
true prevailing wage rates — instead of inaccurate Davis-Bacon rates — would reduce 
government construction costs by $10.9 billion this year. Those savings could be 
used to either reduce the deficit or build more infrastructure at no additional cost 
to the public. The latter choice would mean jobs for an additional 165,000 construc- 
tion workers. 

Congress should insist that the Department of Labor produce scientific and accu- 
rate estimates of prevailing construction wages. The best way to do this is by trans- 
ferring the resources and responsibility for conducting Davis-Bacon surveys to the 
Bureau of Labor Statistics. The Bureau of Labor Statistics has expertise in pro- 
ducing scientific wage estimates and could meet this responsibility by expanding its 
existing compensation surveys. The Department of Labor has no excuse for relying 
on unscientific and error-riddled prevailing wage estimates. 

The Davis-Bacon Act 

The Davis-Bacon Act (DBA) requires contractors on federally funded construction 
projects to pay their employees at least as much as other construction workers in 
the area earn — the “prevailing wage.” This prevents construction contractors from 
winning federal construction projects by bringing in outside workers earning below 
local wages. 

Congress passed the Davis-Bacon Act in 1931 to prevent African-American work- 
ers from underbidding white union members on federal construction projects. ^ Dur- 
ing the Great Depression many African-Americans moved to the North to search for 
employment opportunities. In many cases they won federal construction contracts 
that would have otherwise gone to white union members. The Davis-Bacon Act in- 
tentionally made it much more difficult for minorities to compete against white 
workers for these jobs.^ 

Despite this origin, the Davis-Bacon Act remains on the books and applies to al- 
most all federally funded construction projects. The Wage and Hour Division (WHD) 
of the Department of Labor estimates the local prevailing wages that federal con- 
tractors must pay. 
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Unscientific Survey Methodology 

The Government Accountability Office (GA) and the Office of Inspector General 
have frequently criticized the Wage and Hour Division’s survey methodology.® A re- 
cent GAO report finds that serious flaws persist with Davis-Bacon surveys.’^ Some 
of these problems can be solved by improving existing methods. These include proc- 
essing delays and confusing surveys that lead to high error rates in returned forms. 

However, the most significant problem with Davis-Bacon rates is the WHD meth- 
odology itself. The Wage and Hour Division uses unscientific methods to estimate 
construction wages. The GAO criticized WHD for not consulting with survey experts 
to design its survey and this lack of expertise shows.® 

Two fundamental flaws render WHD wage estimates scientifically invalid. First, 
WHD does not calculate Davis-Bacon wages using a representative sample. The im- 
portance of a representative sample is a fundamental statistical principle. A non- 
representative sample of wages reveals nothing about true prevailing wage rates. 

Second, WHD bases the majority of its wage estimates on too few responses to 
be accurate. GAO reports that only one-quarter of Davis-Bacon wages are based on 
estimates of 29 or more workers. Fully 26 percent of Davis-Bacon estimates are 
based on the wages paid to six or fewer workers. Even if WHD properly randomized 
its surveys, these small sample sizes would make the results meaningless. 

The WHD survey methodology is unscientific and incapable of accurately esti- 
mating construction wages. It will only approximate market pay by chance. 

Representative Samples 

Professional statistical agencies estimate statistics by conducting surveys. The Bu- 
reau of Labor Statistics (BLS) does not have to interview every business every 
month to determine how many jobs the economy created. Instead it surveys a rep- 
resentative sample of businesses. Statistical agencies achieve representative sam- 
ples through random sampling. Using statistical principles they can extrapolate 
from a randomly sampled survey to the overall economy. 

Without a representative sample surveys say nothing about the overall economy. 
As Nobel Prize-winning economist James Heckman has noted, “Wage or earnings 
functions estimated on selected samples do not in general, estimate population wage 
functions.”6 Any introductory statistics text will make the same point.'^ 

Non-representative samples are not scientifically valid. They only provide infor- 
mation about those who respond to the survey. They provide no statistical informa- 
tion about wages or other aspects of the overall economy. 

To see this, consider if Rush Limbaugh and Rachel Maddow hosted on-air polls 
about whether President Obama should be re-elected. Rush Limbaugh has a much 
more conservative audience than the country as a whole. He would probably find 
an overwhelming majority of respondents wanting to see Obama defeated. Rachel 
Maddow has a much more liberal audience than the country as a whole. Her view- 
ers would probably say overwhelmingly that Obama deserves a second term. These 
straw-polls might provide interesting information about the audience of the Rush 
Limbaugh and Rachel Maddow shows, but they would provide no useful information 
about President Obama’s actual re-election prospects. Concluding that President 
Obama was headed for a landslide defeat or landslide victory based on a non-rep- 
resentative survey would be unscientific and inaccurate. 

Davis-Bacon Survey Is Self-Selected 

A representative sample is unnecessary if the government knows the wages of 
every worker. Then the government could calculate average wages directly without 
generalizing from a sample. The Wage and Hour Division purports to have this in- 
formation for construction workers. WHD sends surveys to every construction firm 
in a given region.® WHD bases Davis-Bacon wages on the responses to this “census.” 
This will provide scientifically valid wage figures — if every business responds. 

However, most businesses do not return Davis-Bacon wage surveys. Davis-Bacon 
surveys take considerable time and effort to complete and many contractors do not 
expend staff resources to complete them.® The surveys also ask for information in 
a form that many construction companies do not track, i® If contractors do not re- 
spond to the survey, WHD sends them a follow-up letter asking them to complete 
the forms.ii If that letter goes unanswered, they are ignored. 

This methodology leads to very high non-response rates. Response rates are so low 
that WHD reduced its minimum data standards to wages of three workers from two 
companies. Too few employers responded to meet the old standard of data on six 
workers from at least three employers. Those employers who do respond tend to 
be those with large staffs. Unions also devote considerable effort to facilitate union- 
ized employers completing and returning the surveys. i® 
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Consequently, Davis-Bacon rates are based on neither a representative sample 
nor a universal census of construction workers. They are based on a self-selected 
sample of large, unionized businesses. The GAO report confirms this. Nationwide 
only 13.7 percent of construction workers are covered by union contracts.^'' Nonethe- 
less 63 percent of Davis-Bacon rates are collectively-hargained union wage rates. 
Union rates are more than four and a half times more common in the WHD survey 
than would occur in a representative sample. The Davis-Bacon survey is far from 
representative. 

As a result it is scientifically useless. Accurate estimates of prevailing construc- 
tion wages cannot be made from a non-representative sample. Davis-Bacon rates 
will only approximate actual prevailing wages by chance. 

Statistical Corrections Ignored 

Professional statistical surveys do not suffer from these problems. The Bureau of 
Labor Statistics, for example, does not estimate job creation by conducting a census 
of all employers. Instead BLS selects a smaller sample of businesses and takes sev- 
eral steps to make that sample representative. 

First the BLS strives to make its surveys as easy as possible to understand and 
complete. They test their surveys with employers before they put them in the field 
to ensure ease of use. The Wage and Hour Division does not do this.i® 

Second, professional statistical agencies like the BLS follow up with employers 
who do not initially respond. This includes telephone calls and in some cases on- 
site visits to collect the required information, 

As a result of these measures BLS surveys have high response rates. For exam- 
ple, 78.4 percent of employers respond to the Occupational Employment Statistics 
survey. These high responses help make BLS surveys representative of the overall 
population. 

Third, professional statistical agencies do not ignore employers that do not re- 
spond. Instead they make adjustments to correct for their absence. The two prin- 
ciple adjustments statistical agencies make are weighting and imputation. 

Weighting involves adjusting the importance given to the respondents of the sur- 
vey based on how likely they are to respond. Those groups who were more likely 
to respond count for less and vice versa. Pollsters do this on a regular basis. For 
example, a pollster might survey a state and get a sample with 60 percent men and 
40 percent women. In fact that state has equal numbers of men and women — 
women simply responded in lower numbers. The pollster would adjust the weight 
given to men and women’s responses so that both groups contributed equally to the 
final results. Statistical agencies weight responses by variables like firm size so that 
large businesses are not overrepresented, 

Imputation involves substituting a missing response with a response from a simi- 
lar respondent or respondents. For example, if a small construction firm does not 
return the Occupational Employment Statistics survey the BLS does not assume 
that there are not any workers. Instead the BLS would randomly select another 
nearby small construction firm that did respond and treat its response as the re- 
sponse of the missing firm.®® This introduces some error into the sample — but much 
less error than by completely ignoring non-responders. 

The Wage and Hour Division does not weight Davis-Bacon survey responses or 
impute missing data. The Wage and Hour Division does not conduct any analysis 
at all of contractors who do not respond.®^ WHD does not take basic statistical steps 
to obtain a representative sample. Their methodology has no scientific justification. 

Inappropriately Small Samples 

The Davis-Bacon methodology suffers from a second fundamental scientific flaw. 
Even with a proper representative sample the Wage and Hour Division surveys too 
few workers to make statistically accurate estimates. 

Averages in a representative sample are unlikely to exactly match the average in 
the overall economy. The power of statistical inference is that it allows researchers 
to estimate their margin of error. The sample may not exactly match the overall 
population, but researchers can determine how far off they are likely to be. 

As sample size decreases, surveys become less accurate and their margin of error 
increases. For example, a representative poll of 1,000 Americans has a margin of 
error of -r/— 3.1 percent while a poll of 100 Americans has a margin of error +! — 
10.0 percent.®® 

If sample sizes become too small, however, estimating even the margin of error 
becomes impossible. Statistical inference is based on the central limit theorem.®® 
The central limit theorem only applies to samples of sufficiently large size, in most 
cases requiring a sample of at least 30 observations.®"* Researchers cannot estimate 
how inaccurate the results of smaller samples are. 
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The Wage and Hour Division routinely uses samples of less than 30 workers. The 
GAO found that only 25 percent of Davis-Bacon rates are based on data from 29 
or more workers. A greater proportion of wage rates (26 percent) are based on data 
from 6 or fewer workers.^® 

Even a properly randomized representative sample of 6 workers would be too 
small from which to make statistical inferences. No professional pollster would con- 
duct a survey of 6 voters. 

The WHD minimum data standards are observations on three workers from two 
employers. That minimum standard should be data on at least 30 randomly selected 
workers. The Wage and Hour Division’s existing methodology lacks statistical valid- 
ity. 

Inaccurate Wage Determinations 

The Wage and Hour Division uses unscientific methods and unrepresentative data 
to estimate prevailing wages. Unsurprising, Davis-Bacon rates typically bear little 
relation to actual prevailing wages. The table below shows Davis-Bacon and market 
wages (estimated by the Bureau of Labor Statistics) for several U.S. cities.^® The 
appendix to this testimony explains the methodology for these comparisons. Davis- 
Bacon rates vary wildly from actual market pay. 

For most cities, Davis-Bacon rates are well above market wages. Plumbers in 
Jackson, Michigan, earn $28.23 an hour, but their Davis-Bacon rates are $32.79 an 
hour — a 16 percent premium. Carpenters in the Twin City region in Minnesota earn 
$23.92 an hour, but the Wage and Hour Division requires federal contractors to pay 
$31.77 an hour — a 33 percent premium. Electricians in Sonoma County, California, 
earn $28.55 an hour, but Davis-Bacon rates are 54 percent higher at $44.00 an 
hour. 

In some cities, however, the Wage and Hour Division’s flawed methodology re- 
ports Davis-Bacon rates below prevailing market wages. Davis-Bacon rates for 
plumbers in Sioux Falls, South Dakota, are 17 percent below market wages. The 
Wage and Hour Division contends that prevailing wages for electricians in 
Spartanburg, South Carolina, are only $7.85 an hour — 55 percent below their actual 
level of $17.47 an hour. Davis-Bacon rates for carpenters in Spartanburg are even 
worse — the federal minimum wage of $7.25 an hour. 

Nationwide the Wage and Hour Division reports Davis-Bacon wages that average 
22 percent above actual market pay. These inaccurate rates inflate the cost of fed- 
eral construction projects by 9.9 percent.^'^ 

DAVIS-BACON AND MARKET RATES FOR VARIOUS CITIES 



Market 

Davis-Bacon 

% Difference 

Jackson County, Ml: 

Carpenters 

$20.98 

$23.89 

13.90% 

Electricians 

$27.14 

$38.57 

42.10% 

Plumbers/Pipe-fitters 

$28.23 

$32.79 

16.20% 

Minneapolis-St Paul, MN: 

Carpenters 

$23.92 

$31.77 

32.80% 

Electricians 

$29.44 

$34.56 

17.40% 

Plumbers/Pipe-fitters 

$33.06 

$36.62 

10.80% 

Sioux Falls, SD: 

Carpenters 

$15.57 

$12.17 

-21.8% 

Electricians 

$19.38 

$23.61 

21.80% 

Plumbers/Pipe-fitters 

$17.56 

$14.57 

- 17.0% 

Erie County, PA: 

Carpenters 

$16.89 

$26.23 

55.30% 

Electricians 

$23.72 

$26.40 

11.30% 

Plumbers/Pipe-fitters 

$22.54 

$33.38 

48.10% 

Sonoma County, CA: 

Carpenters 

$26.88 

$37.65 

40.10% 

Electricians 

$28.55 

$44.00 

54.10% 

Plumbers/Pipe-fitters 

$29.71 

$55.25 

86.00% 

Lafayette, IN: 


$18.46 

$25.32 

$30.83 

37.20% 

Electricians 

$24.84 

24.10% 

Plumbers/Pipe-fitters 

$21.23 

$33.91 

59.70% 

Terre Haute, IN: 

Carpenters 

$19.75 

$26.16 

32.50% 

Electricians 

$27.20 

$32.95 

21.10% 
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DAVIS-BACON AND MARKET RATES FOR VARIOUS CITIES— Continued 



Market 

Davis-Bacon 

% Difference 

Plumbers/Pipe-fitters 

$26.81 

$33.91 

26.50% 

Spartanburg County, SC: 

Carpenters 

$15.40 

$7.25 

-52.9% 

Electricians 

$17.47 

$7.85 

-55.1% 

Plumbers/Pipe-fitters 

$20.48 

$7.36 

-64.1% 

Polk County, FL 


$15.37 

$15.19 

$22.07 

-1.2% 

Electricians 

$17.62 

25.30% 

Plumbers/Pipe-fitters 

$18.31 

$17.00 

-7.2% 

Contra Costa and Alameda Counties: 

Carpenters 

$28.96 

$37.65 

30.00% 

Electricians 

$35.46 

$45.20 

27.50% 

Plumbers/Pipe-fitters 

$32.85 

$50.81 

54.70% 

Newark and Union, NJ: 

Carpenters 

$26.57 

$39.07 

47.00% 

Electricians 

$33.57 

$46.63 

38.90% 

Plumbers/Pipe-fitters 

$29.54 

$45.04 

52.50% 

Cleveland-Elyria-Mentor, OH: 

Carpenters 

$20.89 

$28.37 

35.80% 

Electricians 

$26.01 

$33.91 

30.40% 

Plumbers/Pipe-fitters 

$27.73 

$31.43 

13.30% 

Nassau-Suffolk, NY: 

Carpenters 

$28.62 

$37.21 

30.00% 

Electricians 

$30.76 

$44.75 

45.50% 

Plumbers/Pipe-fitters 

$31.49 

$49.98 

58.70% 

Honolulu County, HI: 

Carpenters 

$31.61 

$36.20 

14.50% 

Electricians 

$32.86 

$39.75 

21.00% 

Plumbers/Pipe-fitters 

$26.95 

$35.60 

32.10% 


Source: Heritage Foundation calculations using data from the Department of Labor, Bureau of Labor Statistics and Wage and Hour Division, 
as explained in the appendix. 


Harmful Consequences 

These inaccurate Davis-Bacon rates harm both workers and taxpayers. In most 
cities Davis-Bacon rates unnecessarily raise construction costs. In essence the gov- 
ernment hires four construction workers for the price of five. The construction work- 
ers fortunate enough to work on a federal project no doubt appreciate this premium. 
However, these inaccuracies will inflate the cost of federally funded construction 
projects by $10.9 billion this year.^s 

In other cities the Davis-Bacon inaccuracies depress market pay. Davis-Bacon 
rates are minimum wages, so below-market determinations do not force contractors 
to pay substandard wages. They do, however, encourage contractors to reduce their 
bids — putting downward pressure on wages. 

If the Department of Labor used accurate wage determinations, Congress could 
build the same amount of infrastructure at substantially lower cost. The savings 
from paying market wages would reduce the deficit. 

Alternatively, accurate wage determinations would allow Congress to build more 
infrastructure at no extra cost to taxpayers. This would enable the government to 
provide more public services and employ an additional 155,000 construction workers 
in 2011.^® This is not a minor consideration when unemployment in the construction 
industry is above 20 percent. If Congress is going to keep the Davis-Bacon Act on 
the books it should require the Department of Labor to estimate prevailing wages 
scientifically. Teixpayers receive no value from overpaying some workers and under- 
paying others. 

Bureau of Labor Statistics 

The Wage and Hour Division estimates prevailing wages so poorly because it is 
not a professional statistical agency. The Wage and Hour Division is an enforcement 
agency. WHD enforces federal laws regulating wages and many working conditions, 
such as minimum wages, prevailing wages, child labor, overtime, and the Family 
and Medical Leave Act. WHD has no expertise in conducting scientific wage sur- 
veys. 

The Bureau of Labor Statistics does. The BLS has extensive experience in con- 
ducting scientific wage surveys. Bureau of Labor Statistics methodology, accuracy, 
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and data quality are internationally respected. They have the expertise in scientif- 
ically estimating wages that the Wage and Hour Division lacks. 

The Bureau of Labor Statistics already conducts two nationwide wage surveys 
that scientifically estimate occupational wages: the National Compensation Survey 
(NCS) and the Occupational Employment Statistics. Unlike the WHD survey, these 
surveys have high response rates and BLS corrects for non-response with weighting 
and imputation. Both surveys have large sample sizes, are conducted in a timely 
manner, and are updated annually. The Department of Labor uses OES data to en- 
force prevailing wages for the Foreign Labor Certification program and the Service 
Contract Act. If Congress wants accurate Davis-Bacon rates it should require the 
Department of Labor to use BLS data. 

Better Geographic Coverage 

The Department of Labor previously rejected the idea of using BLS data. One of 
the reasons they gave for doing so was concerns about BLS’s geographic coverage. 
While the Wage and Hour Division issues Davis-Bacon rates for individual counties, 
the Bureau of Labor Statistics reports wages for Metropolitan Statistical Areas 
(MSAs). Some large counties are their own MSA, but most MSAs are agglomerations 
of multiple economically linked counties. 

The Davis-Bacon Act states: “The minimum wages shall be based on the wages 
the Secretary of Labor determines to be prevailing for the corresponding classes of 
laborers and mechanics employed on projects of a character similar to the contract 
work in the civil subdivision of the State in which the work is to be performed, or 
in the District of Columbia if the work is to be performed there.” 

The GAO argues that this provision prevents the Department of Labor from esti- 
mating prevailing wages at the MSA level. The Wage and Hour Division disagrees 
with this legal analysis. In response to a 2004 Inspector General report, the Wage 
and Hour Division stated that “the Davis-Bacon Act does not prohibit issuing wage 
determinations for broader geographic areas such as an MSA, and we routinely 
issue such wage determinations when sufficient data are not available on a county 
basis.” 

The GAO report reveals just how routine those broader geographic determinations 
are. Only 11 percent of Davis-Bacon rates are based on data from a single county. 
Forty-two percent of Davis-Bacon rates are based on groupings of counties analo- 
gous to an MSA, while 40 percent of job classifications are based on statewide 
data.^^ 

Switching to BLS data at the MSA level would eliminate wage determinations 
based on statewide data. This would much more closely approximate prevailing local 
wages than the WHD currently does. 

Steps Forward 

Congress should transfer responsibility for collecting Davis-Bacon prevailing wage 
data to the Bureau of Labor Statistics. The OES already provides annual wage data 
for most construction jobs across the country. WHD could currently use OES wage 
data to set Davis-Bacon wage rates. The chief obstacle to using OES data is calcu- 
lating hourly fringe benefit rates as required by the Davis-Bacon Act — the OES does 
not cover employee benefits. 

The National Compensation Survey covers benefits and the WHD determined that 
the NCS provides the information necessary to enforce the Davis-Bacon Act in the 
areas that it surveys. However, the NCS provides local wage information for only 
154 metropolitan and non-metropolitan statistical areas. These MSAs cover just half 
of the U.S. population. Consequently, neither the OES nor the NCS directly provides 
all of the information necessary to enforce the Davis-Bacon Act. 

These problems are solvable. To calculate prevailing construction benefits the Bu- 
reau of Labor Statistics could: 

• Expand the National Compensation Survey. The BLS could expand the con- 
struction portion of the NCS to provide nationwide coverage of construction workers. 
The Inspector General suggested this approach in 2004.^4 

• Collect Construction Benefits with the OES. The BLS could collect benefits data 
from construction employers through the OES. This would require overhauling the 
OES survey and would take some time to set up and train staff to conduct properly. 

• Econometrically Model Benefits. A third approach involves using NCS data to 
econometrically model the relationship between wages and benefits in the construc- 
tion industry. That model could be applied to the existing OES data to estimate 
fringe benefits for different construction occupations. 

These solutions are not trivial undertakings. They would require Congress to 
transfer the resources for conducting Davis-Bacon surveys from WHD to the BLS. 



30 


However, if Congress did so the BLS could do what the WHD does not: scientifically 
and accurately estimate prevailing construction wages. 

Conclusion 

The Department of Labor’s methods for calculating prevailing construction wages 
are scientifically unsound. The Government Accountability Office report dem- 
onstrates that the Wage and Hour Division calculates Davis-Bacon rates with a self- 
selected sample instead of a representative sample. Non-representative samples do 
not provide reliable information. WHD does not use basic statistical techniques, 
such as measuring non-response and weighting their data to mitigate this bias. 
Even if WHD did use a representative sample they have too few responses to be 
accurate. 

Unsurprisingly, Davis-Bacon rates bear little correlation to market wages. In 
some cities they are below market rates, while in others they are well above market 
rates. On average, Davis-Bacon rates are inflated 22 percent above market pay. 
These inaccuracies hurt both workers and taxpayers. 

Congress already spends $600 million a year on another agency with professional 
expertise in calculating labor market statistics: the Bureau of Labor Statistics. BLS 
surveys do not suffer from the methodological shortfalls that plague WHD pre- 
vailing wage estimates. The BLS is internationally respected for conducting sci- 
entific and accurate surveys. If Congress wants accurate Davis-Bacon surveys it 
should direct the Bureau of Labor Statistics to conduct them. 

APPENDIX 

Bureau of Labor Statistics (BLS) and Wage and Hour Division (WHD) wage esti- 
mates are not directly comparable. To report comparable wage rates, The Heritage 
Foundation was guided by the methodology outlined by the Beacon Hill Institute on 
their comprehensive report comparing market and Davis-Bacon wages. 

Market wage data come from the Occupational Employment Statistics program 
within the BLS. This data can be found online at http: II www.bls.gov ! oes ! . Data 
on Davis-Bacon wages came from the U.S. Government Printing Office, “Davis- 
Bacon Wage Determinations,” at http:! I www.gpo.gov I davisbacon. 

Three job categories were selected for comparison: carpenters, electricians, and 
plumbers/pipefitters. The Davis-Bacon rate for each category was determined as fol- 
lows. The Davis-Bacon rates for “Building” construction were identified from the on- 
line postings. Davis-Bacon rates often specify wages for general and specific tasks 
within an occupation. There may be wages for general “electricians,” but also sepa- 
rate rates for electricians who perform specialized tasks. In these cases, the wages 
of the most general category was selected. 

The BLS and WHD estimate wages for different geographic areas. The WHD 
issues wage rates at the county level, while the OES estimates wages for metropoli- 
tan statistical areas. The Heritage Foundation used county-level Davis-Bacon wages 
to create MSA-level Davis-Bacon wage rates. In MSAs with only one county, Davis- 
Bacon rates were calculated as explained above and directly compared to BLS data. 
In MSAs with multiple counties, Davis-Bacon rates were calculated separately for 
each county. A weighted average of Davis-Bacon rates was constructed, using as 
weights the relative population of each county according to Census Bureau esti- 
mates from the year 2009, which can be found online at http:! / 
quickfacts.census.govlqfdlindex.html. This weighted average was the final Davis- 
Bacon rate compared to BLS data. 

In a few cases, the Davis Bacon rate is not the same for the entire county — for 
example, a certain occupation’s wage rate may vary for different geographic regions 
within a single county. In these cases. The Heritage Foundation used the rate from 
the most populous part of the county. 

MSAs examined and their constituent counties: 

MSA: Jackson, MI MSA 

Counties: Jackson County 

MSA: Minneapolis — St. Paul-Blooniington, MN — WI MSA 

Counties: Ajioka County, MN; Carver ()!ounty, MN; Chisago County, MN; Dakota 
County, MN; Hennepin County, MN; Isanti County, MN; Ramsey County, MN; Scott 
County, MN; Sherburne County, MN; Washington County, MN; Wright County, 
MN; Pierce County, WI; St. Croix County, WI 
MSA: Sioux Falls, SD MSA 

Counties: Lincoln County, McCook County, Minnehaha County, Turner County 
MSA: Erie, PA MSA 

County: Erie County 



31 


MSA: Santa Rosa — Petaluma, CA MSA 
County: Sonoma County 
MSA: Lafayette, IN MSA 

Counties: Benton County, Carroll County, Tippecanoe County 
MSA: Terre Haute, IN MSA 

Counties: Clay County, Sullivan County, Vermillion County, Vigo County 
MSA: Spartanburg, SC MSA 
County: Spartanburg County 
MSA: Lakeland — Winter Haven, FL MSA 
County: Polk County 

MSA: Oakland — Fremont — Hayward, CA MSA 
Counties: Alameda County, Contra Costa County 
MSA: Newark— Union, NJ—PA MSA 

Counties: Essex County, NJ; Hunterdon County, NJ; Morris County, NJ; Sussex 
County, NJ; Union County, NJ; Pike County, PA 
MSA: Cleveland — Elyria — Mentor, OH MSA 

Counties: Cuyahoga County, Geauga County, Lake County, Lorain County, Me- 
dina County 

MSA: Nassau— Suffolk, NY MSA 

Counties: Nassau County, Suffolk County 
MSA: Honolulu, HI MSA 
County: Honolulu County 
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Chairman Walberg. Thank you Mr. Sherk. 

Mr. Mistick? 

STATEMENT OF D. TOM MISTICK, PRINCIPAL, CHURCH RES- 
TORATION GROUP, ON BEHALF OF THE ASSOCIATED BUILD- 
ERS AND CONTRACTORS, INC. 

Mr. Mistick. Chairman Walberg, thank you. 

Member Woolsey, members of committee. Good morning and 
thank you for the opportunity to testify before you today. In the in- 
terest of time I request that my full written testimony be included 
in the record. My name is Tom Mistick. I am the owner of the 
Church Restoration Group based in Pittsburgh, Pennsylvania, and 
during my 35-year career, I have completed hundreds of projects 
under the Davis-Bacon Act as a general contractor and a subcon- 
tractor. 

I also appear before you today on behalf of Associated Builders 
and Contractors. ABC represents 23,000 merit shop construction 
contractors that employ nearly 2 million workers. ABC’s member- 
ship is bound by a shared commitment to the merit shop philos- 
ophy based on principles of non-discrimination due to labor affili- 
ation and the awarding of construction contracts through competi- 
tive bidding. 

Repeated criticisms of the Government Accountability Office over 
many years have highlighted significant problems with the admin- 
istration of the Davis-Bacon Act. The GAO report published last 
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week again makes clear that the U.S. Department of Labor is in- 
capable of setting fair or accurate federal construction wages. 

ABC and others have proposed numerous recommendations for 
common sense reforms for several decades, and unfortunately 
DOL’s inability to implement meaningful changes illustrates that 
the process cannot be fixed and that the act should therefore be re- 
pealed. Davis-Bacon hinders economic growth, increases the federal 
deficit and imposes significant burdens on the contractors and tax- 
payers. 

These burdens both increase costs and make it nearly impossible 
for small merit shop firms to competitively bid on federal projects, 
raising costs by eliminating competition. A recent CBO estimate 
found that Davis-Bacon raises federal construction costs by $15.7 
billion annually. For years contractors and experts have voiced se- 
rious concern about the waste and abuse of taxpayer dollars associ- 
ated with Davis-Bacon, yet nothing has really been done to fix the 
obvious defects in the law. 

I would like to highlight in some ways in which the DOL has 
failed to carry out its statutory mandates and contributes to con- 
struction industry unemployment rate of 20 percent by imposing 
inaccurate and artificially inflated wages. Instead of using sound 
statistical analysis, as Mr. Sherk mentioned, DOL sets Davis- 
Bacon wage rates by relying upon voluntary wage surveys with ex- 
traordinarily low response rates. The new GAO report finds the 
Davis-Bacon wage survey lacks transparency and most often does 
not reflect true prevailing wages. 

Furthermore, the GAO found that most survey forms verified 
against payroll data were in error. The report also stated that al- 
most one-quarter of the final wages for key job classifications were 
based on wages for six or fewer workers. I have personal knowledge 
of the dysfunctional DOL wage survey process, having formally 
challenged Davis-Bacon wage rates set for residential construction 
in Western Pennsylvania. They dramatically and inaccurately in- 
creased project costs. 

Unions represent less than 10 percent of residential construction 
workers in Western Pennsylvania, yet DOL found that union wage 
rates prevailed for most of the public job classifications, although 
they couldn’t produce enough job classifications to provide enough 
people to build a house. There were — the plumber was missing and 
the plasterer was missing, you couldn’t even get accurate wage 
rates for the small subset that was there. This problem isn’t unique 
for Pennsylvania. 

The — again, the BLS has reported 13 percent of the construction 
workers are unionized, yet only — yet 63 percent of the GAO finds 
that the DOL reported union wage rates. Now after a 3 year legal 
battle and costs of — considerable costs, we received a favorable 
union ruling from DOL’s Administrative Review Board. It found 
that DOL had indeed violated its own rules in conducting wage 
surveys. 

But rather than demand any revision in the survey process or 
order a new survey, the board only required the agency to recal- 
culate a few wages that it determined to be in error and left in 
place all the systemic failures of the DOL’s wage survey process. 
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which the GAO report has again highlighted in the last week’s re- 
port. 

Like many other non-partisan government surveys before it, the 
GAO report illustrates a long-term systematic failure to achieve 
true reform of the survey process across several administrations. 

It is clear to us that DOL will never accept meaningful reform 
and repeal is now the only solution. At a time of shrinking con- 
struction budgets, Davis-Bacon’s fundamentally flawed system is 
arbitrarily limiting the amount of construction that could be built 
by needlessly increasing project costs. The taxpayers are getting six 
buildings for the price of seven because of this broken process. The 
clear answer to the problems created by the fatally flawed, and 
unfixable system is to repeal Davis-Bacon. 

Let the market set acceptable wage rates through open and com- 
petitive bidding, just as it successfully does in the private industry 
and private construction market. The act needs to return to the 
neutrality that was once its original instance and its goal. 

Mr. Chairman that concludes my formal remarks and I am pre- 
pared to answer any questions you may have. Thank you. 

[The statement of Mr. Mistick follows:] 

Prepared Statement of D. Thomas Mistiek, on Behalf of 
Assoeiated Builders and Contractors 

Chairman Walberg, Ranking Member Woolsey and members of the Subcommittee 
on Workforce Protections: Good morning and thank you for the opportunity to testify 
before you today on “Examining the Department of Labor’s Implementation of the 
Davis-Bacon Act.” 

My name is Tom Mistick. 1 am the owner of Church Restoration Group, based in 
Pittsburgh, Pennsylvania. My company restores historic and sacred spaces across 
the United States, and offers a broad range of emergency and consulting services. 
For 35 years, 1 have directed the activities of two general contracting companies, 
a disaster recovery firm, a real estate management office and a millwork company. 
Much of the work performed by my companies has been performed under the Davis- 
Bacon Act. 

I also appear before you today on behalf of Associated Builders and Contractors 
(ABC). ABC is a national trade association representing 23,000 merit shop contrac- 
tors, employing nearly 2 million workers, whose training and experience span all 
of the 20-pIus skilled trades that comprise the construction industry. ABC’s mem- 
bership is bound by a shared commitment to the merit shop philosophy. This philos- 
ophy is based on the principles of nondiscrimination due to labor affiliation and the 
awarding of construction contracts through competitive bidding based on safety, 
quality and value. 

The Davis-Bacon Act 

The Davis-Bacon Act is an 80-year-old wage subsidy law administered by the U.S. 
Department of Labor (DOL) that mandates so-called “prevailing” wages for employ- 
ees of contractors and subcontractors performing work on federally financed con- 
struction projects. ABC has long advocated for the full repeal of the Davis-Bacon 
Act, though we also have recommended numerous reforms over the years that could 
have mitigated some of the Act’s damage to our economy through fairer implementa- 
tion of its provisions by DOL. However, despite repeated criticisms from the Govern- 
ment Accountability Office (GAO) and DOL’s own Office of Inspector General 
(OIG),i the agency has implemented few if any meaningful reforms in its adminis- 
tration of the Act since the early years of the Reagan administration. The latest 
GAO report published last week^ makes clear that DOL is simply incapable of im- 
plementing the Davis-Bacon Act’s provisions in a fair and common-sense manner. 
Therefore, ABC sees no alternative to repealing the Act entirely. 

The Davis-Bacon Act, as administered by DOL, unnecessarily hinders economic 
growth, increases the federal deficit, and imposes an enormous paperwork burden 
on both contractors and the federal government. It stifles contractor productivity by 
raising costs, ignores skill differences for different jobs, and imposes rigid craft work 
rules. In addition, Davis-Bacon fails to provide equal access to work opportunities 
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because the complexities and inefficiencies in the Act’s implementation make it 
nearly impossible for many qualified, small merit shop firms to competitively bid on 
publicly funded projects. These businesses — and the construction industry in gen- 
eral — are at an even greater disadvantage due to our current unemployment rate 
of 20 percent,® and the traditionally low net profit margins on which we operate.^ 

From a fiscal standpoint, a recent Congressional Budget Office (CBO) estimate 
found the Davis-Bacon Act raises federal construction costs by $16.7 billion annu- 
ally, which ABC believes may be a conservative estimate.® Numerous academic 
studies have shown that repeal of the Act would create real and substantial savings 
to the government without affecting workplace productivity, safety or market wages. 

The main reason the Davis-Bacon Act causes so many problems is that DOL has 
failed to achieve the Act’s stated objective of determining true “prevailing” wages 
and instead has repeatedly issued wage determinations that are vastly inflated 
above the true market rates seen on private sector construction projects. The evi- 
dence of DOL’s failed wage survey method is easily shown by comparing two num- 
bers: According to the Bureau of Labor Statistics (BLS), only 13 percent of construc- 
tion workers in the United States are covered by any union agreement;® yet, accord- 
ing to the latest GAO Report, 63 percent of all DOL wage determinations report 
that wages set by union agreements are “prevailing.”'^ 

Despite these facts and findings, Davis-Bacon remains in effect and continues to 
inflate the cost of federal construction by as much as 22 percent.® For years, econo- 
mists, legal and policy experts, and merit shop contractors across the country have 
voiced serious concerns about the waste and abuse of taxpayer dollars associated 
with Davis-Bacon — yet nothing has been done to fix the obvious defects in the law. 

DOL’s unwillingness to engage in meaningful corrective actions and reforms, 
along with the process’ continuing burden on taxpayers and contractors, illustrate 
that the Act cannot be fixed, and must instead be repealed. In the remainder of my 
testimony, I would like to highlight some of the specific ways in which DOL is fail- 
ing to properly carry out its statutory mandate, leading us to conclude that the Act 
must be repealed. 

Wage Rates and Surveys 

The methodology by which DOL determines Davis-Bacon Act wage rates is inac- 
curate and unscientific. It relies on voluntary wage surveys — often with an ex- 
tremely low response rate — instead of using sound statistical samples already made 
available through other government data collections. The resulting wage rates are 
usually poor reflections of actual local wages. The problems associated with Davis- 
Bacon wage calculations have been well documented in previous Congressional testi- 
mony from ABC and, more importantly, reports by GAO and OIG.® 

In addition, due to the systematic delays associated with the final publication of 
many Davis-Bacon rates, ABC is concerned that wage determinations made during 
an economic “boom” in construction are now being applied to a “bust” economy. In 
the case of government-backed loans and other projects that are subsidized by the 
government, these inaccurate determinations have resulted in projects being 
scrapped because of cost. 

The new GAO report shows that the current Davis-Bacon wage survey process 
lacks transparency and does not reflect true prevailing wages. The report concludes 
that efforts to improve the Davis-Bacon wage survey process — both with respect to 
data collection and internal processing — have not addressed key issues with wage 
rate accuracy, timeliness and overall quality. 

GAO identifies “persisting shortcomings in the representativeness of survey re- 
sults and the sufficiency of data gathered for Labor’s county-focused wage deter- 
minations,” notwithstanding cosmetic changes in DOL’s survey collection and proc- 
essing procedures. In addition, GAO points out that many of the agency’s surveys 
are still years behind schedule. 

The GAO report also finds that DOL “cannot determine whether its wage deter- 
minations accurately reflect prevailing wages,” and “does not currently have a pro- 
gram to systematically follow up with or analyze all non-respondents.” DOL proce- 
dure identifies nonresponse as a “potential source of survey bias and indicates there 
is a higher risk non-respondents will be nonunion contractors because they may 
have greater difficulty in compiling wage information or be more cautious about re- 
porting wage data.” 

Just as the 2004 DOL-OIG report revealed that nearly 100 percent of published 
wage determinations contained errors, the GAO report found that “most survey 
forms verified against payroll data had errors.” In addition, the report stated that 
more than “one-quarter of the final wage rates for key job classifications were based 
on wages reported for six or fewer workers.” 
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Reaffirming yet another longtime ABC concern, GAO found that “contractors have 
little or no incentive to participate in the Davis-Bacon wage survey” as it is cur- 
rently administered. The report cited insufficient resources with which to complete 
the surveys, the inability to provide all information requested and a justifiable lack 
of confidence in DOL’s process as contributing factors. 

GAO also recommended “technical guidance from experts is considered critical to 
ensure the validity and reliability of survey results,” remarking that better survey 
response prediction models “such as statistical sampling rather than the current 
census survey” could be aided by collaboration with survey experts. However, in- 
stead of obtaining an evaluation of its wage survey process from experts in survey 
design and methodology, DOL informed GAO that it prefers to institute such 
changes based mainly on staff experience. 

I have personal knowledge of the dysfunctional DOL wage survey process, having 
witnessed and challenged the 2000 wage survey in Western Pennsylvania, which 
dramatically increased Davis-Bacon wage rates on residential construction in the 
Pittsburgh metropolitan area when its results were published in 2003. Keep in 
mind that during this time, the union market share of residential construction in 
Western Pennsylvania was (and still is) in the single digits. Yet as a result of the 
wage survey, DOL found that union wage rates “prevailed” in a great majority of 
the wage classifications for which survey results could be determined, while many 
of the most common classifications had no determined wage rates at all. After re- 
viewing the data DOL collected to issue its new wage determination, and checking 
the math, it was clear to me that the results occurred because DOL relied on a to- 
tally inadequate number of responses (as few as a half-dozen wage reports setting 
the wage rates for thousands of workers), and that DOL had violated its own rules 
for calculating which rates prevailed in the region. One obvious reason why the re- 
sponses were inadequate was because DOL failed to properly notify the largest non- 
union construction trade groups. The calculations were also wrong because DOL 
improperly counted union workers who were paid different wage rates as if they 
were all paid the same wages. There were many other flaws in the survey process 
as well.i'’^ 

Along with ABC’s Western Pennsylvania Chapter, I filed a legal challenge at DOL 
against the results of the flawed wage survey. Three years later, and at considerable 
cost, we received a favorable ruling from DOL’s own Administrative Review Board, 
which found that the Wage and Hour Division (WHD) had indeed violated DOL’s 
rules on conducting wage surveys. But the Board did not order a new survey with 
instructions to obtain more meaningful responses from the nonunion contractors 
that comprised the vast majority of the residential contractors. Instead, the Board 
simply told the WHD Administrator to recalculate the wages that we had shown to 
be in error, leaving in place all of the other systemic failures of the wage survey 
process. 

More recently, ABC learned DOL issued wage determinations that repeat the 
same errors identified in 2003. In addition, DOL has committed new errors, leading 
to newly inflated wage determinations in other parts of the country. One of the er- 
rors, confirmed by the GAO report, is that DOL has greatly expanded its issuance 
of “statewide” wage determinations which combine wage surveys from large and 
small metropolitan areas hundreds of miles apart into single wage determination 
rates. This practice plainly violates the language of the Act, and is currently the 
subject of a legal challenge. 

At a time of shrinking public construction budgets, these inflated wage determina- 
tions arbitrarily limit the amount of construction that can be built by increasing the 
projected costs. Jobs have been lost and businesses have closed because of DOL’s 
bizarre implementation of the wage survey process, and because of the Davis-Bacon 
Act itself. 

For years, ABC and other government studies and reports have pointed out these 
problems. We believe the GAO report illustrates a long-term systematic failure to 
achieve true reform of the survey process across several administrations. It is clear 
to us that DOL will never accept meaningful reform, and that repeal is now the only 
solution. 

Job Classifications 

Another key concern pertaining to Davis-Bacon is DOL’s lack of clarity regarding 
the job duties that apply to a particular job classification, which are determined by 
local practice. When DOL determines the prevailing wage rate for a classification 
is based on a union collective bargaining agreement, the job duties for that classi- 
fication also likely will be governed by the union’s work rules in that agreement. 
Generally, union work rules require that only a certain job classification perform 
certain work. For example, the work rules may require a carpenter to perform a cer- 
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tain task in one location, but sheet rock hangers or perhaps even laborers are the 
only workers allowed to perform that work in another jurisdiction. 

While each DOL wage determination lists several different classifications of work- 
ers (painters, carpenters, laborers, etc.), limited information is available on the ac- 
tual job duties that apply to the classifications. Although the published wage deter- 
minations may identify the relevant local union for each of the listed job classifica- 
tions (where the rate is based on the union’s collective bargaining agreement), DOL 
does not provide detailed information as to whether there are any work rule restric- 
tions attached to those wage rates and, if so, what those restrictions are. DOL’s fail- 
ure to provide such information makes it almost impossible for merit shop contrac- 
tors to figure out the correct wage rate for many construction-related jobs. Not sur- 
prisingly, GAO’s report agreed, finding DOL’s current method of handling job classi- 
fications “confusing” and “challenging” for contractors. 

Certified Payrolls and Fringe Benefits 

Another burden on small business compliance with the Davis-Bacon Act — and also 
the Copeland Act — is the requirement that contractors submit weekly certified pay- 
roll reports to the government. This is a paperwork nightmare for many contractors 
and a significant administrative cost factor for every contractor. Recent upgrades of 
the system by DOL to include electronic filing are a small step in the right direc- 
tion, but do nothing to solve the complexities of the certified payroll form itself, and 
in particular the confusion surrounding the proper credits allowed to nonunion con- 
tractors for their bona fide fringe benefit costs. 

Repeated Failure to Implement Reforms 

ABC has repeatedly called on DOL to follow the findings of past independent gov- 
ernment studies, some dating back more than 10 years, to explore using alternative 
data to determine wage rates — such as data collected through the BLS Occupational 
Employment Statistics (OES) program. To date, DOL has not given serious consider- 
ation to utilizing these, or any other alternatives to its traditional survey method. 
ABC also has requested that DOL provide better clarity about job duties that cor- 
respond to each wage rate. Many states that have adopted prevailing wage laws 
similar to Davis-Bacon have at least published the job duties that are to be per- 
formed by each wage classification. DOL, however, has repeatedly refused to give 
contractors fair notice of what the job assignment rules are on the published wage 
determinations. A 2009 WHD All Agency Memorandum offered no relief to contrac- 
tors lacking access to unpublished union work rules, ABC has received reports 
from its members that the current DOL is misdirecting contractors seeking guidance 
on the job classification issue. For example, DOL has told some contractors to con- 
tact a project contracting officer, even though the law is clear that only DOL offi- 
cials are authorized to make final rulings on worker classification issues. Instead 
of fixing these problems with Davis-Bacon, the last Congress and this administra- 
tion only made matters worse by expanding the Act’s coverage in unprecedented 
ways under last term’s stimulus bill.^® 

Conclusion 

The clear answer to the problems created by the present system is to let the mar- 
ket set the acceptable wage rate through open and competitive bidding, as we see 
in the private sector. Multiple bills to repeal the Davis-Bacon Act have been intro- 
duced during this Congressional session alone, indicating that the time is right for 
Members of Congress to act. 

ABC is pleased to see the Education and the Workforce Committee take a re- 
newed interest in the problems associated with Davis-Bacon Act. We look forward 
to working with the Subcommittee on Workforce Protections on this issue. Mr. 
Chairman, this concludes my formal remarks — I am prepared to answer any ques- 
tions that you may have. 
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Chairman Walberg. Thank you, Mr. Mistick, and all the mem- 
bers of the panel. I appreciate that. Pretty good use of the time as 
well. 

Mr. Sherk, I think I can safely say not only myself, but all of us 
here in the room and at this panel, are fully supportive of a fair 
day’s pay for an honest day’s work. However I see some very inter- 
esting facts in your testimony that you have given this morning. 

And in my own district, you mentioned, in Jackson, Michigan, 
the Davis-Bacon prevailing wage calculations paying electricians 
roughly 40 percent more than the market wage while in one of our 
committee member’s. Congressman Noem’s, home state in Sioux 
Falls, South Dakota, plumbers and carpenters are being paid be- 
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tween 17 and 20 percent below market wages. We know that the 
GAO has found some serious flaws in the calculations of this. 

How do you believe we can smooth out these inaccuracies and 
bring Davis-Bacon wage calculations back into line with what the 
market demands? 

Mr. Sherk. The only way you are going to actually — or accu- 
rately survey wages is using a scientific methodology. When you 
have got such implausibly small sample sizes and when you have 
got an unrepresentative sample, you are simply not going to get ac- 
curate rates out of the existing survey, it is just not possible. 

You can do the — you can turn the results, you know, overnight, 
you would have no errors, no return forms, but with these funda- 
mental methodological flaws, you wouldn’t get any accuracy. 

I think what you want to do is move to the BLS, which has ex- 
pertise in conducting these surveys. There are two surveys that 
they do right now, one is the Occupational Employment Statistics 
Survey. That covers nationwide every metropolitan statistical area. 
It gives you the wage data. 

What it doesn’t give you is the hourly fringe benefits data. An- 
other survey is the National Compensation Survey, which the 
Wage and Hour Division has previously determined provides all 
the information they need, wage and — information for intricate lev- 
els of work. 

The problem is it, doesn’t have nationwide coverage. It only cov- 
ers about half the population, and so you wouldn’t be able to go 
into every, you know, metropolitan statistical area and get esti- 
mates. 

So either expanding the Occupational Employment Survey to 
cover fringe benefits or expanding the geographic scope of the con- 
struction portion of the NCS survey, both of you — would give you 
accurate, timely and scientific wage estimates. You simply — you 
can’t improve the existing methodology, it is too deeply flawed. 

Chairman Walberg. Okay, thank you. 

I have another question and we can come to that but let me get 
a few of the questions I want to ask first. I am sure we can get 
back those. 

Mr. Mistick? 

Mr. Mistick. Yes, sir? 

Chairman Walberg. You are a brave man in suing the Depart- 
ment. We will leave it at that. 

Mr. Mistick. Thank you, sir. 

Chairman Walberg. But in your 35 years of doing business, 
could you give a rough estimate of how much more your company 
has paid above market demand as a result of Davis-Bacon? 

Mr. Mistick. I could. I can actually give you a specific example 
of how Davis-Bacon was applied by the Pittsburgh Redevelopment 
Authority. They had a program that fixed commercial facades in el- 
derly neighborhood commercial districts and commercial Davis- 
Bacon wages applied. You couldn’t get commercial contractors to 
bid these $5, $10, $15,000 jobs, so they did the work without Davis- 
Bacon. 

And at the end of the job, which was completed on time, on budg- 
et and of sufficient quality, the contractors simply turned in his 
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payroll data to the Authority and the Authority wrote checks to the 
employees and that was generally 

Chairman Walberg. That is not a normal occurrence you 
would 

Mr. Mistick. That is not the normal occurrence, and I doubt that 
anybody in D.C. would approve that process, but it is what they did 
to get the work done. And generally you paid 15 to a 30 percent 
premium on the contract cost to satisfy the commercial wage rates 
that were required to be paid by Davis-Bacon. Instead of commer- 
cial contractors, you had remodeling contractors that did $5 to 
$25,000 projects, and that was the differential or premium that the 
government was paying on that work. 

Chairman Walberg. And so you would — I would assume that 
you believe that this has hurt your productivity and the ability to 
hire employees and create jobs? Is that an accurate statement? 

Mr. Mistick. It certainly reduces the amount of federal construc- 
tion and thereby limits the amount of work that the — a contractor 
can get and the opportunities for additional employment for his 
workers. 

Chairman Walberg. Okay. Okay, thank you. 

In the remaining minute or so, Mr. Markey, I will give latitude 
for you to answer. 

Mr. Markey. Mr. Sherk talks about using BLS data 

Chairman Walberg. Turn your mic on, please. The time is run- 
ning out. 

Mr. Markey. He talks about using BLS data. The statute talks 
about prevailing, the regulations, which happen to have been 
amended in 1985, defines prevailing as more than 50 percent. All 
BLS data is averaged, you will never get prevailing rate if you use 
BLS data. 

If more than 50 percent earn $35, and the remainder earned 
somewhere between $25 and $30, the average BLS data that would 
come back would be like 33 or something like that. That is not pre- 
vailing, according to the statute in the current regulations. 

Chairman Walberg. Thank you. I am sure that there will be fol- 
low up questions to that and the opportunity to answer from the 
other side as well. 

And I now turn to our ranking member, a gentlelady from Cali- 
fornia, Ms. Woolsey. 

Ms. Woolsey. Mr. Chairman, I want to go on record for this 
hearing and all hearings in the future that any of our witnesses 
who bring testimony using the logo and the label of their organiza- 
tion when they present their testimony and refer to their organiza- 
tion cannot argue that they are not representing that organization 
when they provide their testimony. 

We, as members of Congress, if we write a letter on our letter- 
head, we are congress people when we talk about that and the 
same thing goes for our witnesses. I really want you to know I dis- 
count testimony that would use that double standard. 

Chairman Walberg [continuing]. I just know that it is a fairly 
normal process for a number of entities that 

Ms. Woolsey. [Off mike.] 

Chairman Walberg [continuing]. Represent 
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Ms. WOOLSEY. I mean if they don’t use the logo, don’t say this 
is who sent me, this is who I am — I work for. That is an entire dif- 
ferent thing than to — use the heft of the organization and then 
deny that they are part of it. 

Chairman Walberg. Duly noted, your time is running. 

Ms. WoOLSEY. Okay, I would like to ask you Mr. Eisenberg (sic) 
about in your testimony you state that a great deal of empirical re- 
search refutes the claim that prevailing wage inflates construction 
costs, so could you tell us how that can be? I mean if prevailing 
wage requirements lifts workers’ wages, how does it not increase 
the overall cost, and how do we calculate how — the benefits of that 
overall cost to the community? 

Mr. Eisenbrey. Well the, you know, at first glance, it is true. 
You think that having a higher wage will necessarily lead to higher 
cost in construction. But it turns out that if you are paying a high- 
er wage to a more skilled worker, someone, you know, a journey- 
man who has had a 5 year apprentice program and a lot of experi- 
ence as opposed to, you know, someone with much less experience, 
you get a higher quality work, you get the work done more effi- 
ciently. 

And these productivity improvements more than make up for or 
can more than make up for the costs. After all, the wages are only 
30 percent, 25 to 30 percent of the cost of construction. So that 
when Mr. Sherk for example says that 22 percent higher pay leads 
to 10 percent higher costs, that almost can’t be because the percent 
of the construction costs that is attributed to wages is only 25 to 
30 percent and the math just doesn’t work out. 

But, you know, on the one hand you have the theory on the other 
hand we have actual experience. We have states, we had in the 
middle and late 1990s Michigan suspended its state prevailing 
wage law because of a judicial decision. Kentucky passed a pre- 
vailing wage law for school construction and Ohio repealed it. 

So various researchers studied what happened following that, the 
expectation was some people claim that construction costs would 
rise 22 percent or 25 percent. In fact, at the end of the day, school 
construction costs were unchanged. There was no significance sta- 
tistically significant difference. And the reason was 

Ms. WoOLSEY. That was in Kentucky? 

Mr. Eisenbrey. That was in Kentucky, Michigan and Ohio. 

Ms. WOOLSEY. Oh. 

Mr. Eisenbrey. Going back farther, the same thing in Kansas. 
Kansas repealed its state prevailing wage law in 1987 and the re- 
sults were no higher — the construction costs didn’t fall, there was 
no statistical difference in construction costs before and after. 

Apprenticeship training however, fell off almost, you know, just 
fell off the table — 38 percent drop in apprenticeships, 54 percent 
drop in minority apprenticeships and safety and health suffered as 
well. By bringing in younger, less experienced, less skilled workers, 
it raised the serious injury rate by 21 percent. So all of these 
things, you know, come along with the notion of doing away with 
prevailing wages. 

Ms. WooLSEY. So, Mr. Mistick, it seems like you said that you 
think federal construction is limited because of prevailing wage. 
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But it seems like you said that you didn’t have any problem with 
hiring and quality even though you were — had to 

Mr. Mistick. You know there are other ways besides a simple 
wage rate to drive up the cost of federal construction. When a col- 
lective bargaining rate is determined to prevail, it imports into the 
process all of the work practices that are covered by that collective 
bargaining process. 

Western Pennsylvania for example on jobs that — on Davis-Bacon 
jobs that are subject to the collective bargaining agreement, car- 
penters have to unload the trucks and distribute the material on 
site, and electrician unloads the truck and distributes the materials 
on site rather than a laborer. 

Now the laborer can make a Davis-Bacon wage that is quite com- 
fortable, but he is not allowed by the enforcement division to cost 
effectively prosecute the federal construction. 

Ms. WOOLSEY. Okay, thank you. 

Mr. Mistick. Thank you. 

Chairman Walberg. I recognize now the full committee chair- 
man, Chairman Kline. 

Mr. Kline. Thank you Mr. Chairman. 

I thank the witnesses for being here today. I have got a couple 
of questions, and I am going to of course abide by the 5 minute 
rule. I was just struck by the ranking member’s assertion that 
when we have witnesses who appear and have a logo on their let- 
terhead that they have to agree that they are speaking for the en- 
tire organization. 

And Mr. Sherk, I think you recognize that you are indeed an em- 
ployee of the Heritage Foundation and appropriately use the letter- 
head, but your position would be that you haven’t got an agree- 
ment from the Heritage Foundation board and the 700,000 or so 
members that you are indeed representing the entire Heritage 
Foundation, is that correct? 

Mr. Sherk. That would be exactly correct. 

Mr. Kline. Thank you. And the ranking member then asserts 
that because she is a member of Congress, and has the congres- 
sional seal at the top of her letter, that she is of course speaking 
for herself, but I doubt if the ranking member really believes that 
she is speaking for all 435 members of Congress. Let us see 

Ms. WooLSEY. Oh, wait a minute 

Mr. Kline. I think 

Ms. WoOLSEY. Will you yield 

Mr. Kline. I am happy to yield. 

Ms. WooLSEY. Yes, I actually am on record speaking to and rep- 
resenting my entire constituency. If they don’t like it then they 
have to — they will dis-elect me. 

Mr. Kline. Thank you and now reclaiming my time, I am no 
doubt that you are representing your position of your constituents, 
but the congressional seal doesn’t mean you are representing all 
435 members of Congress. 

I think that all of us would agree that shortchanging workers 
and overcharging taxpayers is unacceptable and it looks like that 
may be what we are getting in many cases according to the GAO 
report. 
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Dr. Sherrill, it is nice to have you back again. It seems like only 
a week or so, you were here with a controller general. 

For this report, the GAO interviewed contractors who stated, 
quoting that “DOL’s current method of handling job classifications 
was confusing and challenging”. Can you help us with any further 
detail about the issues raised by these stakeholders, the confusing 
and challenging? 

Mr. Sherrill. Yes, one of the key issues that were raised is, es- 
pecially I think by some of the smaller contractors is that they 
would in some cases have a worker doing a certain type of job ac- 
tivity part of the time and a different job activity another part of 
the time so they were confused about how they ought to be 
classifying that worker with regard to which specific job classifica- 
tion. 

So there were issues like that where some of the smaller employ- 
ers really needed more guidance and instruction about, you know, 
you know how to fill out the survey form properly. 

Mr. Kline. And so this would be information presumably coming 
from Wage and Hour that they need or? 

Mr. Sherrill. I mean this would be the kind of thing that could 
be done in better — the Department of Labor hasn’t pretested the 
survey. I mean we have — one of the themes that GAO — the I.G. 
has noted is that there is a fairly high level of errors that are iden- 
tified in the way survey data reported. 

And I think part of the issue is that the labor survey form has 
never really been pretested to get a better idea of, you know, what, 
where, what could have been made more comprehensible, where 
are the issues. 

Labor is planning to do that to revise the survey, but we think 
it is critical that they really incorporate sort of methodological ex- 
pertise as they revise the survey to help avoid some of those kinds 
of errors and confusion. 

Mr. Kline. Thank you. It appears that there have been studies 
going back for years and decades complaining about this process 
and the many inaccuracies and the current GAO report was again, 
pretty negative about the Department of Labor’s attempts to 
change the current practices. 

But I am — we have heard from the Department of Labor that it 
has made improvements to the process. Could — do you agree that 
these improvements are significant? It is really going to improve 
things? Can you address that? 

Mr. Sherrill. The Department of Labor has taken a number of 
steps to make improvements. In recent years they have really fo- 
cused on different strategies to increase the timeliness of con- 
ducting the surveys. They have taken efforts to better verify the 
data. 

But one of our key findings was they haven’t sufficiently ad- 
dressed some of the fundamental issues with the survey dealing 
with the quality of the survey, how representative is it. Do you 
have sufficient data to make a representative judgment? Those 
kind of sort of more fundamental issues. So they made progress in 
some areas, but in others haven’t gone far enough. 

Mr. Kline. Okay, thank you. 
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And Mr. Markey, the Wage and Hour division has previously 
used McGraw-Hill Construction Analytics and there is a study I 
think came from 2005. Could you produce that for us for the record 
please? 

Mr. Markey. Yes I can. 

Mr. Kline. Thank you. 

I yield back Mr. Chairman. 

Mr. Bucshon [presiding]. The chair now recognizes the gen- 
tleman from New Jersey, Mr. Payne. 

Mr. Miller? 

Mr. Miller. Just quickly, on the question — Mr. Kline just raised 
a question about the McGraw-Hill. From the GAO’s point of view, 
is that a legitimate undertaking by Department of Labor? 

Mr. Sherrill. The McGraw-Hill review was conducted in 2004. 
It was really a view of Department of Labor’s processes for doing 
the 

Mr. Miller. But are they not now using them on an ongoing 
basis? 

Mr. Sherrill. I think you would have to ask the Department of 
Labor, sir what they are doing here. They are 

Mr. Miller. Well, let me ask the Department of Labor then 
quickly. 

Mr. Markey. As my testimony indicated, it had several rec- 
ommendations and we acted on all of those. And, you know, where 
it went through the IT personnel training, and we are seeing real 
progress. With the new surveys, we are receiving a much greater 
response rate that we had in the past. These are the surveys we 
initiated in 2009 and 2010. 

Mr. Miller. But that — the McGraw-Hill is not an ongoing proc- 
ess it was used and you are responding to the recommendations 
that McGraw-Hill made, is that correct? 

Mr. Sherrill. That is correct. 

Mr. Miller. Let me just say, I have — I guess I have seen this 
process sort of both ways. I am fortunate to represent an area that 
over the last 20 years has had billions of dollars of heavy construc- 
tion in the refining, chemical industries, steel mills, and I have 
seen when these private contracts were left a number of years ago, 
over the last 10 years, the influx of people from all over the country 
coming and sleeping in their cars, camping in the parks, bunking 
up five, six, seven people to a motel room, using county facilities, 
law enforcement facilities, county hospital, health care clinics, 
using all of those facilities and then leaving the minute the job was 
over. 

Today, all of those fields, the major oil companies, the chemical 
companies, that work is now done under project labor agreements. 
It is entirely different situation. For the residents of that area who 
are employed in those jobs, who get the benefits, who return the 
revenues to the, if you will, their pay to the community and it is 
a much different proposition. 

And it took time to evolve over to that process, but I think it is 
clear that Davis-Bacon provides much of that same benefit to com- 
munities. I mean I — actually when I was a young man working my 
way through college, I worked alongside people, and everybody I 
worked alongside of came from long distances to work in those re- 
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fineries and turnaround times or refurbishing or modernization in 
those trades. But they put nothing back into the community. 

And that is the world of difference. Today, that is the case and 
I think that we are all better off for that reason. And obviously 
those negotiations are carried on with some of the largest entities 
in the world. They are mature negotiators they have made that de- 
termination to go in that direction. 

So I would hope that we wouldn’t be considering the repeal here. 
I do think that the GAO report — I get a little sense here that we 
have got sort of two different photographs and there is the number 
of things that have been going on to improve this, if I look at Mr. 
Markey’s testimony, to improve the timeliness and the responses to 
the surveys. But some of the GAO work was on previous work to 
that. 

I think we need somehow to reconcile both of your testimonies 
to see if we get an accurate picture of where it yet needs to be to 
be done. And then to the question of whether or not the response 
rate is sufficient or not, and accurate enough I think is an issue 
that we should continue to look at. 

But I would like to get some, maybe I can formally ask the GAO 
if you would look at — if the testimony of DOL, I don’t know if you 
have prior to this hearing because it appears that there is a little 
bit of mismatch in sequencing if you will. 

I am not putting intent anywhere here, I just — the question of 
sequencing. Some things that have been done subsequent to the 
surveys that you may have been looking at that were an earlier 
iteration. That is — does that make any sense to you? 

Mr. Sherrill. That is fair because we did our analysis based on 
the data, the surveys that were available at the time for us look 
at that. 

Mr. Miller. Okay. 

Mr. Sherrill. So some of it was a snapshot of where they were 
at that time. 

Mr. Miller. I think that would be helpful to us. 

Finally I just want to say I think Mr. Mistick, the $15.7 billion 
is not annually, it is over 10 years. And it is a result of a CBO — 
informal CBO estimate. It is not a formal finding of CBO, just to 
clarify the record. It is — there is a little bit of difference between 
us two as you might imagine. 

Mr. Mistick. It is still on the plus side. 

Mr. Miller. No I understand, I understand. But you could also 
argue, I think, that the issue of the timeliness drags the wages 
back in time as opposed to being current, but more to be said later. 

Mr. Mistick. I agree with that observation, Mr. Miller. 

Mr. Bucshon. The chair yields 5 minutes to himself for a few 
questions. Mr. Mistick, you have a lot of experience as a stake- 
holder in all of this and trying to understand how to comply with 
the Davis-Bacon, and in your opinion, what is really the most trou- 
bling that you find with the findings of the GAO report? 

Mr. Mistick. It is — part of it consistent series over literally dec- 
ades in which the department fails to produce accurate numbers. 
And we can talk about — computers and doing things faster, but all 
we are going to do is produce wrong numbers more quickly. What 



46 


it has produced most generally by the Department of Labor’s sur- 
vey are numbers that are wrong. 

We have to be able to say out loud that if 13 percent of the work- 
force belongs to a union and 65 percent of our data points are 
union rate, prima facie, that is wrong. And that is what we need 
to address. We already pay to collect a great deal of data, as Mr. 
Sherk has mentioned, in the occupational waste surveys. 

Advantages of which are that it is done on a county by county 
basis so that we can get to that fine granularity that is important 
in doing these surveys, plus the occupational waste survey has 
written classifications for the job. 

That doesn’t exist and it is part of the problems that Dr. Sherrill 
mentioned with people participating in the survey because there is 
no written description of what a carpenter, or painter, or plasterer 
does and that can vary from locality to locality. That is the biggest 
problem in my mind. And I don’t see any impetus after 80 years 
of trying to really get it right at the Department. 

Mr. Bucshon. If a contractor has a question regarding a job clas- 
sification issue, what type of guidance does DOL offer? 

Mr. Mistick. Well, you can certainly call DOL and ask them and 
you might get a piece of oral tradition. For example, if I say, what 
is carpentry work to the DOL? They say well, what is ever done 
with the tools of the trade. Well that is not really an answer, is 
it? 

There have been instances more recently where the DOL has re- 
ferred contractors to the contracting officer, who is the last person 
in the world to decide what job classifications are, this is a procure- 
ment specialist that has no background in the labor issues. So it 
is very difficult. It is not written down. It is also true in many state 
prevailing wage situations where there are no written guidelines 
for what the classifications are. 

Mr. Bucshon. Mr. Eisenbrey, I am a physician. I found it inter- 
esting that you were trying to correlate the incidence of workplace 
accidents and that type of safety issues related to how much people 
are paid on the job. 

And how that — I am trying to find out how that — make that 
mental leap why, I mean this is a traditionally held view I think 
about labor, that if a union isn’t involved in a project that people 
are going to be more — are more going to be, are more likely to be 
injured and hurt on the job which is a view, by the way, that I 
don’t hold. 

So I want to know, what specific data do you have, you know, 
that related to David-Bacon Act that there is any correlation at all 
with workplace accidents and injuries that just doesn’t seem to 
apply to me. 

Mr. Mistick. What I cited was a study by Professor Peter Phil- 
lips from the University of Utah of what happened in Kansas after 
the repealed their state prevailing wage law. And I am not saying 
that there is a direct cause, but I am just reporting what happened 
afterward and 

Mr. Bucshon. But I mean — I think — can interrupt for just a sec- 
ond. I think you wanted to get across to the committee that, like 
I said, a typical labor opinion that if labor isn’t involved that there 
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will be injuries on the job to try to muddy the water about the 
whole issue. 

Mr. Mistick. No, no, no, no. 

Mr. Bucshon. But the intent of this is not to say that people 
shouldn’t have a prevailing wage, but the question in mind is, what 
are the statistics behind it? 

Mr. Mistick. Well actually what I said was, that there is a ra- 
tionale for why that would happen, which is it — I didn’t say any- 
thing about unions, what I said was, if you pay less, you are going 
to get less experienced workers who will be more likely to get hurt 
on the job. That if you pay — and take physicians. If you paid physi- 
cians half as much, would you get as high quality physicians? I 
mean I think the answer 

Mr. Bucshon. Actually you would because they are all trained 
the same and my time has expired. Mr. Bishop? 

Mr. Bishop. Thank you. Thank you Mr. Chairman and thank you 
for having this hearing. You know, I am having a hard time believ- 
ing that this hearing is about a survey methodology or survey qual- 
ity. I think it is important for us to note that in the debate on 
H.R. 1 there was an amendment offered by Mr. King of Iowa to re- 
peal Davis-Bacon. 

Thankfully that amendment failed 189 to 233 but with one ex- 
ception, every member of this sub-committee including the chair- 
man of the full committee, voted for that amendment. So this hear- 
ing is much, much, more than about survey methodology. 

I would also note for the record that Congressman Bacon pre- 
ceded me as the representative of New York One and he was a Re- 
publican I should point out, and I will also point out that Mr. 
Shrek (sic) you use — Sherk, pardon me, you use a lot of data from 
Long Island. I represent about half of Suffolk County, so chances 
are the carpenters and the electricians and the sheet metal work- 
ers you are referring to are people that I represent. 

And in preparing for this I read a document that you wrote Mr. 
Sherk, and I will just read the opening sentence of the last para- 
graph which says, “Repeal Davis Bacon. America can no longer af- 
ford such special interest handouts”. Do you recall writing that? 

Mr. Sherk. I have written words to that affect many times. 

Mr. Bishop. Okay, well so am I to understand that a carpenter 
making $77,000 a year constitutes a special interest? 

Mr. Sherk. The special interest that I was particularly referring 
to is unions. So there have been studies of what happens when you 
repeal prevailing wage law. 

Mr. Bishop. All right, let us go to that. The difference between 
the prevailing wage and the market rate for Long Island, carpenter 
who is, if he is fortunate enough to work 40 hours a week for 52 
weeks a year would make approximately $77,000. The market rate, 
person would make about $59,000 a year. 

Now these $77,000 a year guy, remember, he is the guy I rep- 
resent, okay. Now, if we were to impose a tax rate on that person, 
that reduced his take home pay by 30 percent, is it fair to say — 
I know you don’t speak for the Heritage Foundation, but is it fair 
to say that the Heritage Foundation would refer to that tax rate 
as confiscatory? 
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Mr. Sherk. We would oppose certainly any such taxes. But if you 
had say a subsidy, basically we believe people should keep what 
they earn. 

Mr. Bishop. Okay. 

Mr. Sherk. But 

Mr. Bishop. But, but, but in order to keep what you earn you 
first have to earn it, correct? 

Mr. Sherk. If you are earning it 

Mr. Bishop. But you are asking a person to take a 40 percent 
reduction in pay to do the same job, is that not correct? 

Mr. Sherk. What you are basically requiring them to do is work 
on the open competitive market and not have, basically govern- 
ment — 

Mr. Bishop. But the fact is that if your construct were to take 
place. If we were to repeal Davis Bacon, that laborer or that car- 
penter now making 77 grand a year, would be making 59 grand a 
year, right? 

Mr. Sherk. [Off mike.] 

Mr. Bishop. And so let us stay with that for a second. So he now 
has $18,000 less per year to spend. Now if we were to tax everyone, 
so that such that they had $18,000 a year less to spend, would 
there not be some enormous human cry that that is a job killing 
tax rate because we would be taking money out of the economy and 
out of circulation. Isn’t that how that tax rate would be dealt with, 
perhaps reasonably? 

Mr. Sherk. Well effectively, what you are having is not a tax but 
a subsidy. So again, there are 

Mr. Bishop. This is the individual who now has $18,000 less per 
year to spend, call it a subsidy call it a tax. He has got 18 grand 
less per year to support his family. And he has 18 grand less per 
year to buy goods and services which have a ripple effect through 
the economy. Is that not correct? 

Mr. Sherk. No, I don’t believe that is correct. 

Mr. Bishop. Why is it not correct? If we were to tax that person 
$18,000 you would claim that we were taking money out of the 
economy. And that is the best thing for us to do is leave the money 
in the hands of the people because they know how to spend it bet- 
ter than the federal government. Is that not the case? 

Mr. Sherk. But what you have essentially got a law that re- 
quires — is your hiring of four construction workers for the price of 
five. If you paid the individuals market rates and assume that 

Mr. Bishop. I am trying to deal with the people I represent. And 
if your recommendation were to ever take on the force of law, those 
people would be very, very adversely impacted. 

Mr. Sherk. Those fortunate enough to work on the federal con- 
struction jobs, some of them would see lower pay. Those who are 
unemployed right now might benefit from 

Mr. Bishop. All right, let us try this. The prevailing wage, not 
the union wage, the prevailing wage for all counties in Virginia for 
a backhoe operator, which I guess would be called a laborer, is 
$11.28 an hour. That is around $450 a week, so roughly 23 grand 
a year. Is that what we have come to? We have come to arguing 
about whether or not we can afford to pay somebody 23 grand a 
year? 
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Mr. Sherk. We did a study actually on Davis-Bacon rates in Vir- 
ginia a couple years back. I haven’t updated it since then, it was 
2008. But what we found was actually that the Davis-Bacon rates 
in Virginia, because of the inaccuracies, were about 5 percent lower 
than the market rates and that you had inflated rates in northern 
Virginia, in the rest of Virginia they are substantially below the 
market rates. So it is — if you have got the — survey, I 

Mr. Bishop. It increased it — let us say that it is — let us say you 
are right. I am sorry, my time 

Chairman Walberg [presiding]. The gentleman’s time is expired. 

Mr. Bishop. Thank you. 

Chairman Walberg. We will now go to the gentlelady from Ha- 
waii, Ms. Hirono. 

Ms. Hirono. Thank you Mr. Chairman. I would like to insert 
into the record of this hearing a letter that was sent to the chair- 
man of the full committee and the ranking member of the full com- 
mittee from the Congressional Black Caucus, the Congressional 
Hispanic Caucus, Congressional Asian — Pacific American Caucus 
in response to the fact that we are having this subcommittee hear- 
ing wherein they say prior to the enactment of Davis-Bacon in 
1931, there were many shocking examples of abusive labor prac- 
tices and wholesale exploitation of female workers and workers of 
color. 

That is just part of what was in the letter to the full committee 
chairs and a ranking member. I would like to insert the rest of that 
letter for the record of this hearing. 

[The information follows:] 
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©nngrcsB of fife ®ntieii States 

liasIimgtoM, 0Or 30513 


April 13,2011 


The Honorable John Kline 
Chairman 

Committee on Education and the Workforce 
2 1 B ! I^ybum House Office Building 
Washington, DC 20515 


The Honorable George Miller 
Ranking Member 

Committee on Education and the Workforce 
2101 Rayburn House Office Building 
Washington, DC 20515 


Dear Chairman Kline and Ranking Member Miller: 

It has come to our attention that the Subcommittee on Workforce Protections wall conduct a 
hea'ing to examine the Department of Labor's implementation of the Davis-Bacon Act. As 
Chairs of the Congressional Black Caucus, Congressional Hispanic Caucus, Congressional Asian 
Pacific American Caucus, and each Caucus' respective labor taskfoix:e, we support the 
improvements to the implementation of the Davis-Dacon Act. However, we strongly oppose all 
efforts to eliminate this impoitant legislation. 

Prior to the ci^ctmsnt of Davis-Bacon in 1931, there were many shocking examples of abusive 
labor practices and wholesale exploitation of female workers and workers of color on 
construction sites. For the last 80 years, the Davis-Racon Act has protected the wages of all 
consti-uction workers, including workers of color and women, who are particularly vulnerable to 
exploitation. Further, studies show that prevailing wage laws provide social benefits from higher 
wages and better workplace safety, increase government revenues, and elevate worker skills in 
the construction industry. 

We believe that Davis-Bacon has been instrumental in bridging the wage gap for historically 
disadvantaged sectors of our society. In the face of decaying social and economic opportunities, 
this measure provides women and people of color with an important too! to achieving greater 
parity with their mainstream counterparts. The direct and indirect positive effects of Davis- 
Bacon prevailing wage regulations make them a prudent and beneficial policy. Additionally, 
Davis-Bacon prevailing mge regulations have no adverse economic impact. 

Members of our caucuses have stood at the forefront of promoting rights for workers of color 
and female workers. ITie Davis-Bacon Act has made a valuable confribution to instituting 
protective equity and stability to American workers cvc.fywherc. We believe this important labor 
protection should be continued and strengthened, not eliminated. 

Sincerely, 


PRIMED Ofi RiCYCLfO 
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Chair 

Congressional Black Caucus 



ision^iyisian Pacific American Caucus 
CAP AC Economic Development Taskforce 





Co-Chairi 
CBC Edu»iij/i and Labor Taskforce 



Charles A. Gona 
Chair 

Congressional Hispanic Caucus 



Co-Chair 

CBC Education and Labor Taskforce 



Chairman Walberg. Without objection. So ordered. 

Ms. Hirono. Thank you. I found the exchange that we just heard 
very interesting, and, Mr. Sherk, I am curious to know is the posi- 
tion of the Heritage Foundation, which does advocate market rates 
in this arena, whether or not the position of the Heritage Founda- 
tion or your own position for that matter, is that government not 
set minimum wage either? 

Mr. Sherk. Certainly my personal position would be that the 
minimum wage is destructive to those it tries to help, that it pro- 
duces employment opportunities and the ability of people to get a 
start on the job ladder and move up. So generally speaking, I 
would be against that. But, in this case, it means that the David- 
Bacon rates — they even — the market rates. They are so far above 
and beyond even the minimum wage that they — it is apples and or- 
anges. 

Ms. Hirono. So, the answer is that you would rather that — ^you 
don’t think that the government should set minimum wages either? 

Mr. Sherk. I, generally believe — speaking — I believe that min- 
imum wage laws hurt those they are trying to help. 

Ms. Hirono. Thank you very much. We obviously have a dis- 
agreement on that. 

Mr. Eisenbrey, I don’t think that you were able to complete your 
testimony, and it is very clear from this hearing that apart from 
the survey design and methodology, which we hope will be, you 
know, appropriate, that we don’t have enough people participating 
in the survey, and I don’t think you had a chance to finish your 
thoughts on some of the ideas that you would have to ensure a 
higher and more representational participation. 

Mr. Eisenbrey. Well, thank you. Can I make one other point be- 
fore I answer your question? 

Ms. Hirono. Please. 

Mr. Eisenbrey. I just like the record to be, clear that when Mr. 
Sherk talks about the market rate, you shouldn’t take that as a 
fact that he is asserting that the occupational employment statis- 
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tics rate is the market rate, and he compares it to I think the 
building rate under Davis-Bacon, which is actually an unfair com- 
parison because the OES includes residential construction where 
the rates can be half as much as the building rate. 

So, he is lumping in a lot of very low wage people and comparing 
them to people with higher skills in a narrower segment of the 
market, and it really isn’t a fair comparison, and I would say ev- 
erything that he said based on that has to be therefore taken with 
a grain of salt. 

Ms. Hirono. Thank you for that clarification. 

Mr. Eisenbrey. But in answer to your question, I think that the 
Department should be doing everything it can and it is making 
new efforts — ^you have heard from Mr. Markey — to get better re- 
sponses to the surveys. I think that there are tools that the depart- 
ment hasn’t looked at that they should. 

In Michigan one of the world’s greatest survey institutions is at 
the University of Michigan, and they will pay people to complete 
surveys. That is an incentive that ought to be looked at. 

But, the more obvious one is to say that anyone — any subcon- 
tractor, anybody who is doing federal construction work and being 
paid by the government should complete these surveys. They 
should be required to complete the surveys as a condition of work- 
ing on federal projects and getting federal taxpayer dollars. That 
would do a lot to increase the response rate. 

Ms. Hirono. Mr. Markey, would you like to respond to these two 
suggestions to improve your return rate? 

Mr. Markey. Well, we are taking 

Chairman Walberg. Microphone, please. 

Mr. Markey [continuing]. We are taking efforts to improve the 
response rate. As I indicated it has usually been a series of mail- 
ings and with the low response rate in residential construction we 
have changed that methodology. We are supplementing mailings 
with telephone calls and visits to contractors and contractor asso- 
ciations. We have started that in — 2010, and we have several sur- 
veys ongoing regarding that. 

After we cleaned up all the old surveys, as I talked about, we 
started piloting surveys under this new methodology where we 
don’t have a one size fits all, and we don’t survey every type of con- 
struction at the same time. 

If we look at the response rate in Georgia that we published in 
2009, I think the survey was 2003 or 2004 — and we look at the re- 
sponse rate in Georgia which we are currently surveying now, I 
think we have, just for a building in heavy, over 7,000 responses, 
for Georgia. We didn’t have anywhere near that back in 2003 when 
we did this survey. 

Chairman Walberg. Thank you, the gentlelady’s time has ex- 
pired. 

Ms. Hirono. Thank you. 

Chairman Walberg. Move on to the gentleman from New Jer- 
sey, Mr. Payne. 

Mr. Payne. Thank you very much. It is a very interesting discus- 
sion, and it has been around for a long time. I, unfortunately, had 
to run to another committee so I know that many of the questions 
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were asked and answered although I do have a question of Mr. 
Markey. 

You know, today’s statement, and this is what the discussion 
even to the previous member had made claims that the Depart- 
ment of Labor survey is difficult to complete and presents a major 
problem. 

The GAO study found that 19 of 27 contractors and interested 
parties, 70 percent are interviewed, said that the survey was gen- 
erally easy to understand though some identified challenges with 
completing specific sections such as how to apply the correct job 
classifications. Does the Department frequently receive complaints 
about the form, and what support do you provide to contractors 
completing this form? 

Mr. Markey. Well, when we do a survey, we conduct extensive 
pre-survey briefings. That includes all stakeholders. It — the build- 
ing trades. It is contractors’ associations. It is small contractors. 

Besides stressing the importance of responding to the survey, we 
go through the data collection form block by block. We send out to 
everybody who we determine has been involved with construction 
activity a letter requesting a response. With that is a two page in- 
struction sheet that indicates how you complete the form. 

We have a — on our Web site we have our phone number that — 
if they have any problems. And probably, most importantly, we get 
in a form and it indicates that — there are questions as to some- 
thing on the survey, and I will direct one of Mr. Mistick’s concerns 
about area practice. 

We immediately called that respondent and we say, did you 
mean this? Okay, you have put a question mark next to the classi- 
fication as to whether it is really a carpenter or an electrician or 
whether they do a subspecialty of hanging sheetrock or pulling low 
voltage wiring. And we question them regarding that. So, I think 
there is a lot of technical assistance going on in the survey process. 

GAO in its report said that 70 percent of the respondents indi- 
cated they had no problems with the form. It was rather simple. 
We do on site verification through a private accounting firm, and 
one of the things they always ask is, did you have any problems 
with the form? What do you think about this? What do you think 
about that? And the response is, it is not particularly difficult or 
time consuming to fill out. 

Mr. Payne. Thank you. Also, you know, the whole question about 
prevailing wages and so forth, I — of course if, you know, I was the 
builder, I certainly would want to have wages as low as possible. 
I mean, I wish I can dictate the rate that my doctor charges. But, 
that is just not the way it happens. I mean, it would be great to 
have you know, what needs to be supplied as inexpensive as it can 
be, therefore the profit would be much greater. 

So, I, you know, I think in some of these instances, we have to 
look at the value of work done. What is the — how do we determine 
that? You know, someone comes in and just say the prevailing 
wage is just too high, and that is what many of the entrepreneurs 
say. The workers say that what they are doing, they think that 
what they are providing is equal to what they are paid. 

So, I guess this is an argument that, you know, we are going to 
see, you know, on and on according to what side of the shovel you 
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are on. So, you know, I think it is driving down wages. I am not 
so sure, as have been indicated, to get more productivity. That is 
a new concept. 

We really have to, I think, make sure that we have qualified peo- 
ple. I am glad that the letter from the minority caucuses was intro- 
duced because there is a misconception that people feel that minor- 
ity workers don’t support Davis-Bacon, and we have our labor task 
force members who signed the letter just to the contrary. 

And so, I certainly think that this discussion is important, and 
hopefully we can improve it. But, I think to try to eliminate the 
Davis-Bacon Act would be a step in the wrong direction. 

Chairman Walberg. I thank you, gentlemen. And now turn to 
the gentleman from Ohio, Mr. Kucinich. 

Mr. Kucinich. Thank you very much Mr. Chairman, and I am 
going to ask some questions of the — for Mr. Markey from The De- 
partment of Labor. You know, in reading over the GAO report and 
you may have answered this already, so excuse me for asking it if 
you have, is it your position that if you had more people who were 
able to inspect, you could keep up with the flow of the work and 
therefore ensure better enforcement? 

Mr. Markey. Well, no, agencies are always looking 

Mr. Kucinich. Could you speak into the mic? 

Mr. Markey. Agencies are always looking for more people but 
this is more related to the wage determination process. I indicated 
we have added people. As we continue to re-engineer the processes, 
we are timing each segment of how long it takes and we will add 
staff in the field as necessary. 

Mr. Kucinich. What can you see are the major challenges that 
you face with respect to having staff in the field to make sure that 
you keep up with the workflow? Are you facing budget cuts in 
terms of cutting back staff that would be able to seek proper en- 
forcement? 

Mr. Markey. The Department has received a budget cut in wage 
now, and we are sharing it. 

Mr. Kucinich. How will that affect the work? 

Mr. Markey. With regard to this particular function of wage de- 
terminations, at this point in time we consider it critical enough 
that it is not affecting the work. 

Mr. Kucinich. You consider it what, please? 

Mr. Markey. We consider the wage determination process in our 
efforts to improve it and to shorten the timeframes of the age of 
wage rates, important enough that any cuts will not be absorbed 
in that portion of our operations. 

Mr. Kucinich. I am glad to hear you say that because in looking 
at your testimony you point out the historical importance of the 
Davis-Bacon Act, and I think that in this debate over Davis-Bacon 
wages that it is important that we talk about the construction ben- 
efits to the taxpayers, quality of work, workplace safety issues that 
may not be easily monetized, but once they are, actually indicate 
that the taxpayers overall are not just getting quality but they are 
getting value. Would you agree with that? 

Mr. Markey. Yes, I would. 

Mr. Kucinich. I would like to ask Mr. Sherk — I read your report 
repealing Davis-Bacon, which you advocate, and I heard you an- 
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swer one of my colleagues. What do you — I am going to pick up on 
your comments about minimum wage. Do you think there should 
be a minimum wage? 

Mr. Sherk. Well, again, it is — the minimum wage only — you are 
talking basically 3 percent or so of workers. The — it doesn’t — con- 
struction workers 

Mr. Kucinich. Philosophically though. 

Mr. Sherk. But, generally speaking I think it hurts those it is 
intended to help that it prices low skilled — ^very low skilled — work- 
ers out of the labor market. 

Mr. Kucinich. So, right now the minimum wage is about $7.25. 

Mr. Sherk. Yes. 

Mr. Kucinich. Would you say that maybe more people would 
work if the minimum wage was like, say, $5? 

Mr. Sherk. Certainly you would have — right now if you are 
among skilled workers — say you are a high school dropout and you 
can only provide $6 an hour worth of value to the company. Well 
then nobody is going to pay you $7.25 an hour and benefits to bring 
you on. But, what you find is that when workers — they starve on 
minimum wage. It is an entry level wage. The two-thirds of min- 
imum wage workers get a raise within a year. 

It is the bottom rung of a career ladder, and you work your way 
up. Cut off that bottom rung, don’t give them the opportunity to 
develop skills, and you wind up hurting them and preventing them 
from, you know, working their way up and earning higher pay. 

Mr. Kucinich. I am just doing some off the cuff math on min- 
imum wage 15 — the minimum wage at a yearly rate would be 
$15,080. That is at the $7.25 an hour. Let us say we made it $5 
an hour, it would be, I don’t know, over $10,000, I guess. When you 
look at the federal poverty numbers, because you have to put this 
in a broader perspective, people would actually have a job and be 
driven into poverty. 

This is a conflict that we have here. So, what I would suggest 
to you, respectfully, is that the philosophy that brings any of us to 
these tables, on this side and on your side, have to meet some real 
world realities about, you know, what people need to make a living. 

And I know that in your testimony you sketch out — actually with 
respect to the minimum wage — with respect to Davis-Bacon wages, 
I know you try to establish the difference between the Davis-Bacon 
Act and the market wages in various communities. I looked at that. 
But the question is though, if you monetize all the value 

Chairman Walberg. I thank the gentleman for his philosophy 
and appreciate that 

Mr. Sherk. Thank you for that, Mr. Chairman. 

Chairman Walberg [continuing]. Yes. I thank you for that 
and 

Mr. Kucinich. So is my time expired? 

Chairman Walberg. Your time has expired 

Mr. Kucinich. I thought you were just thanking 

Chairman Walberg [continuing]. Significantly. [Laughter.] 

Philosophy, philosophy, we all have it, and I thank you for yours 
whether I agree or disagree. I also thank the members of the panel 
for being here today to provide checks and balances to each other. 
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to provide philosophy in the process and provide more information 
as we go forward in our committee deliberations. 

And now I turn to the gentlelady from California, ranking mem- 
ber Woolsey for closing comments. 

Ms. Woolsey. Thank you, Mr. Chairman, and I also thank the 
witnesses today and would like to ask the Department of Labor if 
they have items that they would like to submit for the record? 

Mr. Markey. Yes, we would. 

Ms. Woolsey. Mr. Chairman, would that be acceptable to you? 

Chairman Walberg. Without objection. 

Ms. Woolsey. Thank you. It is clear from today’s testimony that 
the Department of Labor is taking steps to improve its prevailing 
wage survey process. They have instituted several reforms aimed 
at producing more timely, more accurate wage rates, and they con- 
tinue to look at ways to advance the survey procedures. 

We have also learned of the problems with using Bureau of 
Labor statistics data in place of a true prevailing wage survey, 
which amounts actually to an imprecise wage rate and a wage cut 
for construction workers. 

So, as I said before, Mr. Chairman, the last thing construction 
workers need in this economy is to have their wages cut. We need 
to ensure that prevailing wage protections exist so that the federal 
government does not subsidize a race to the bottom with our na- 
tion’s construction investments. Instead, we must continue to en- 
courage competition, contribute to the development of a skilled 
workforce for the future and pay livable wages. 

I yield back. 

Chairman Walberg. I thank the gentlelady and would concur. 
We certainly want to see jobs, efficiency, all of that expand. We 
also want to make sure that there are no unnecessary hindrances 
to hiring and completing jobs. 

I have had the benefit of having a youngest son who is working 
in jobs probably as we speak. Today he will work for prevailing 
wage and he will work for non prevailing wage. He will do the 
same process at each site and will do the same quality work. 

But there will be significant difference in the wages that he re- 
ceives. He understands that. He doesn’t complain about the bottom 
line of the check at the end of the month. 

But he does complain about the fact that he knows there are jobs 
that he will not be on and there will be additional employees that 
will not assist him on some of those jobs in construction because 
of additional costs that to him, seem unnecessary. 

Now we know that it goes the other way as well, according to the 
GAO report. And I think that is the purpose of this hearing, this 
subcommittee and our deliberations, to find what moves this na- 
tion, its workforce, its economy forwards. I love Michigan. It is a 
state of my choosing. 

But I also know that state led the nation in an unrivaled unem- 
ployment recession, depression as it were, for too long and sadly, 
a couple other states have now joined it at the bottom of the pile. 

And regulations, cost structures, prevailing wages, requirements 
by the government in Davis-Bacon — whatever it might be that de- 
stroys the opportunity to move forward must be dealt with. 
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And so we will continue looking at these issues and hopefully 
come to a conclusion that will benefit the worker, the employer, the 
regulator — I noticed I put regulator third, though I appreciate the 
work that is done, what you are asked to do, but nonetheless, ulti- 
mately it benefits the economy and moving forward in this great 
nation. It is too great to hold it back. 

So having said that, there being no further business, the sub- 
committee stands adjourned. 

[Additional submissions of Mr. Walberg follow:] 

Prepared Statement of Women Construction Owners & Executives, USA 

Women Construction Owners & Executives, USA (WCOE) is pleased to submit 
testimony before the Subcommittee to share our views about prevailing wages rates 
under the Davis-Bacon Act. WCOE is a national association representing women 
owners and executives in the construction industry. Members of WCOE include gen- 
eral contractors, architects, engineers, manufacturers, construction project man- 
agers, and trade subcontractors. 

Women represent a small, but growing, segment of the construction industry. Ac- 
cording to the most recent U.S. Census Bureau Survey of Business Owners from 
2007, 10% of construction firms nationwide are women-owned businesses. The Cen- 
ter for Women’s Business Research 2008 Biennial Update reported that there were 
nearly 500,000 women-owned construction firms nationwide. American Express 
open’s 2011 “State of Women-Owned Businesses Report” highlighted the recent 
growth for women-owned businesses in the construction industry. Between 2002 and 
2010, there has been a 41% growth in the number of women-owned construction 
firms. Furthermore, construction is one of only two industries in which the growth 
of women-owned businesses regarding number of firms, employment and revenues 
has outpaced industry-level growth. 

The issue of prevailing wage rates determined by the Department of Labor (DOL) 
under the Davis-Bacon Act is critical to women construction company owners. 
WCOE’s membership includes hoth union signatory and non-union companies and 
they mirror the overall industry statistics (2010 Bureau of Labor Statistics) with 
nine out of ten companies operating under “open shop” guidelines. 

The majority of our members are classified as small businesses according to SBA 
criteria and since 87+% are non-union or “open shop”, they are at a significant dis- 
advantage when federal, state and local construction contracts require union wages 
and benefits. In addition, the March 2011 Government Accountability Office (GAO) 
report “Davis-Bacon Act: Methodological Changes Needed to Improve Wage Survey” 
findings that DOL does not provide a fair determination of local prevailing wages 
comes as no surprise to us. The 50 percent rule under Davis-Bacon requires DOL 
to collect wage data on at least three workers from two different employers. This 
calculation is not likely to he representative of the actual wages paid to construction 
workers especially when both of the employers surveyed are paying union rates. 
Union signatory construction companies (13%), which tend to pay higher total com- 
pensation (wages and benefits) than non-union companies (87%), are not representa- 
tive of the entire industry. 

We understand the repeal of Davis-Bacon is nearly impossible in the current cli- 
mate, however we urge the Subcommittee to focus on redirecting the wage and ben- 
efit research to the states and localities who have a better understanding of local 
dynamics within the construction industry. At a minimum, DOL should be man- 
dated to include non-union wages and benefits when deciding the prevailing wage 
for any area. After all, these wages do represent 87% of the construction industry 
work force. 

Recently, the Small Business Administration (SBA) implemented its women 
owned small business procurement program to provide women-owned businesses 
greater access to federal contracting. The Women Owned Small Business Federal 
Contract Program (WOSB-8m), which has taken eleven years to enact, permits con- 
tracting officers, for the first time, to restrict competition for federal contracts to 
women-owned businesses in 83 industries where women-owned firms were deter- 
mined to be underrepresented. Twelve of these hroad 4-digit NAICS industry codes 
(which encompass 60 six-digit specific NAICS codes) are in the construction indus- 
try. The Davis-Bacon requirements are a barrier to women-owned construction com- 
panies securing government contracts. Implementation of the WOSB-8m Program in 
these 60 construction NAICS codes may not do much to help open the doors to fed- 
eral construction projects unless the Davis-Bacon requirements are revised. If the 
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W0SB-8m program is about providing parity, then we submit the prevailing wage 
methodology and requirements currently utilized will severely limit women-owned 
construction companies’ ability to compete for government contracts. 

In summary, we believe Congress should re-examine the industry standards for 
determining prevailing wage rates and take into consideration the established fact 
that 87% of construction companies in this country are non-union. WCOE would like 
to thank the Subcommittee for giving us the opportunity to share our views. 
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otherparuoriheMSAwKhaiiheDijBkt of Colnmbu or Montgomery County, MD. 

Aa demonamted ihova. dw eoeMy.hy.«owty geography approach emwilly otod for 
oollecting tad rtponmg dala for OavwBacoa wage det er wi n a n o o a it difTerera Bom the 
M$A approach uaed by BLS, but ih« deea not aieae dm dw ■nderlyiaig haua far the 
eanrewt Davw-Bacon ^jpi oa th a w i i h c iui man and kwold be chwigad. We would alto 
Dole lhai the Davu-Boeoa Aei dece net profadni wmmg wage dwetmiiwaiom far broader 
goop g rip hi c areaa tneh aa an MSA md we tO M t in ely iieoe each wage deteraiimtiom 
when cnfRcienl data are not available on a oouetty hawa- 


«i. It be uaeiiil to reeumuH Uw 

oeneJnsana reached by die prior admiaieiniiaa and again explore with BLS dw 
potaihiltiy of ualng BL5 diU- We do not a^oe, with yowcocKema about dwentTeni 
uatvam wrvey approaeb aa eppoae d le a tampla nwvey, but we are willing to reevaluaM 
tlMfeaaibibiyorooniiacti«gDtvi»Bac«nmrrey>iwinga«wiipkiigmeahodology. tfa 
dwogetn a lample mrvey metbodology for Davit-Bacon wage dcienninatioM u 
punned, a thoold involve dw me of BLS data and thould not ovarlay a whote new 
ample eorvey conduded by Wage and Horn 


Your teport eaprema eoMmuag c o nce w e ugadiug wuiwe rawed in caUcr DIG and 
GAOrapoiii. SpecificaUy}ounoadwienaninwafedatteamfnut;wagedaaninoybe 
biaaad;mdtimcliiwaofwagedecwMaianil]aaiaac. Them an iauw that any aurvey 
program irnm eoiiiiiMaJly adfoeok aid we believe we have made and an conilfiKing to 
aide p cogre m in iddrctalag them wenea 


In documeattng )euf coocenu Iha anon in dw wage daw cenciaua, )«u note that die 
ocmrKWr condnciing oneiie reviewt of enge repent tuhroitled by oonineion md dittd 
partietfewadlkat oneer menwierteutud aaoarty lOOpercvaofdw wageicpoiti 
dwyrovMwed. While It waa net wMhiadwteapeofyaorctaTCta audit to meaaure the 
impM of the errata, you did ncae dwi errurt idm 6cd in your 1 997 audit rqmrt remhed 
in inacewraewa in dw pubhihed wage dctert nin eiicni ihw ranged Bom an ovtntalcnwnl 
ofSI.OBperhMtfiDaniuidmaiMnaniof$l J9pcrboor However, aa noted In WH 'a 
i mp o nm to dial mrliar audit, only about d Ui leen peiccm of dw nffocted wage 
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APPENDIX B 


i wmi iBXitw clauiftMiaM imdal is ht dungsd hMod (he audit Andmfi- omI 
fiMMi of ihoOT duRfS were «ikU aid hkdy enould tura Ctllan with* dw rtettakil 
nurpeorcm>rMKinUlyaeiociaedwilbaM 9 leMvwy«.' CvcnthcexlremocirSi.OI 
aadSI J9|Mr bowntcnulkd hy >wr ortia audti weuid oAen ftll wuhki (he 90 aod 9) 
pacent ocnlfakace mlccvelf nWilaed for Bay BLS puhbdiad iwvey reetika. 
^fru rt he l e ei. wcihaieypa wiiaiBg couocmrc>erdimlhcawuficyofd>e<lau 
wlmlned and we main comltied to nwkinf (he data mad In Oavti>fiaa» waft 
dacnnmnhom at accuraie aa potuMc. ta that retard, baaed tytai the taa GAO 
feoanoMndatioii. a«r eo-fitt vchficalMMi eflvta BOW iwfcl diMdKa aubmiiaiona tiM 
would have (he greaiaa infua upoa the raankni wife daermaDon. 

Wrih feapeet to your caoeera dui wife dau nay he baaaad, iMt la a eeacera wtih any 
euney. be it a lample lurvey or a untvene iwey, AkhouflitbeiourMefthepeiential 
bua may be different, ihe pocottlal a atwayi ihm Pdr ihai reaaoii WH contiwi to 
make eveiy effert to teieli out to all part) aa tad eaeeumfe participation by an eefmenit 
ad (he cooBlraclioo tsduory Further, we would note that after )«an of eatonaivcoo-eito 
veriftcaboB wehavc feundaeevideoecof ftwdor auaboatliidtKpottlngby 
ceu at n ac tien conlracttci, luhccnuxton, er Mrd pwWei Thua, while we coudnoe to be 
vtfilani. we bate feund no evukBee to mdwtoe a reeunaKC of (he 1 9M Mctdeai 
ducumed in your rapeA 

Yow third eoneem - the umehaam of waft deowna alto eontiauea to be a enneal 
ooBcemorWH lnioiiie(cipee«.bewever.afeUeviiBabenerdittiitueupr«nMlare 
becauae all of (he infratowaure imyotan cMa have uot been fially imptanented. Aiwuh 
auay larfeinftaeiiuawrcptoecct^iltadifBculi wtneaeureia croi B ci rtai t ny r o ee au ei na 
becevae the whole cyncm it uiWfiatcil and te fell benefit of indmitual improvamcnto 
caattot be felly raateed lutol all atfiecta of the project are cee u pie t ed. Nevenheleaa. thia 
Gaoal year WH ia eetaUialuf hairliHri aid devdopiof (imctiiicai meeaueoi to eniute 
that we remain foewed on (hif lane. 

FmaBy. aa noted in your audit lepert. WH bee eoaUacted wrlb MeCraw-HiD to cooduct a 
oomprehmive review of die Davia-Baeea wipe turvey and deasiuination praceaa. 

While wch cxlemal reviewa are elemcata meuiued by the PART proceat, dw McGraw. 
Hill effort 11 net hinply to bdp WH reepODd to the PART. We ftilly believe, aa the GAO 
nport ia May 1999 eeoekided. ihal d» tyatea ehmifea we are punuing with die Davta- 
Baoon arifc furvey progiaa have (be potcaiiti to unprove wage dmenninaikiai. We 
wira to make thia die beet and moei cfBcicm ayaten potaiblc and for that leiaoo we are 
aifv to have the banafh of MeGraw-Hill'i wdependam analyaia and rwoomModalMna. 

Afitn. thmh yw for your ccou u en u aBdrc co mai aa dtoiciia. We will keep you appr ia ad 
of oiu fluther diar— nna widi BLS. 


’ rn ri in f i li ibr fnffi- n | or fir *in r wtH i w i ■ a rn U i to i %- ra iti ^ whiud iirni i m 
innpiaiai w Abduw. TX mi Wiihlm-n. PC ahdmr CWa»euii • I t->t: tliiufcW » 1 77. 
Pmettbea Phatomtll.li Wuto^m DC BKkmM«StOa;CNpMm« U): flNUUwai 
«».Ta.raaaew«$45.riMn*iw«>IRaeUfcirto|bMWwtow«l»T> Tbam cmAhafe rnial 
•etodtoevtamur 
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C^vis-Bacon Process Evaluation 


McOraw-Hi!l Constnxakjn 


Executive Summary: 

The U.S. Department of Labor, Employment Standards Admlnfslratton Wage and Hour 
Division, contracted in August 2004 with MeQraw-Hill Construction Anatytk» to conduct 
an in-depttti anai^is and document^on of «ie current Davfe-Baoon wage survey and 
determination processes and operatkms being performed by the DOL Wage and Hour 
DiviBlort. The followng report presents tit© findings of these analyses and identifi^ 
areas of opporti^ities for the DOL Wage and Hour Oiviskyi to mexfify or change easting 
practices. 

The core team from MHC performing this dooumentation and analysis consisted of Anita 
Gryan - associate director, WHC Analytics, dames Kerr -* sates director, MHC Dodge. 
Matt Bamum - product manager. MHC Derek DreWng - director erf product 

develq3ment, MHC, Pete Seggelink - ntf ionai -dlstrtoution manager, MHC, and Burleigh 
Morton - senior director, MHC Analytics. To -gateer the mpuired tfeta and knowtedge, 
members of tills team conducted in-person vferts and follow up phem© calls with: 1) DOL 
WHD headquarters staff in DC; 2) all five WHD regional offices^ 3) Bureau of the Census 
in Jefferson, IN; 4) Construction Industry Research and Polk^ Ceriter (QRTO) at the 
University of Tennessee, KnoxViHe; 5) SfD computer ewssutents for WHC^ and 6) 
stake boktera from or^tized labor, open sh(^ oiganizalions, and federal agencies. 

Phone Interviews were i^sO condu<^^ with the accounting firm of Harper. Rsans, Stokes 

and Knight, plus with the Bureau of Labor Stetistics. The DOL WHO .headquarter staff 
provided the MHC team all relevant Davis-Bacon wage determination background 
informaticxi available. 

Focus and Direction Needed fityn Washington: 

The fack of strong feadm^ship from WHD headquarters in DC has led to variations at 
each regional office in how the WD-10 forms are processed. Best practices are not 
established or systematical^ documented and shared. While local area contractor job 
rotes and procedures vary and affect the actual WD-10 data bang cdtected, the process 
of collecting and processing the data do not. Despite this, feedback from regional offices 
consfstentiy indicates a lactic of stnjcture, weH-documented procedures, and maref^ng 
orders from headquarters. TTie lack of effective communicated standard and diroc^on 
from DC has created an enviror.mBnt iMiere toe most dedicated individuate at toe 
regional offices mu^ fend for themselves. Others, less motivated, are left to shuffle 
aktog. This has lead to unacceptable delays, by any reasonable stendaid, in the time 
r^uired to complete toe sunrojre and tiie resulting non-publication of wage 
determinations. Regardless of toe competency of individuals at toe regRonal offices, 
effective leadership from DC is an absolute necessity, especially during times of change, 
which have ctiiaracterrzed the last several y^re at WHD. 
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Oa\ns-Bacon Process EvaJuatlon 


McGraw-Hill Construction 


AnUcipa^ productivity onhancemmnts stfll have not been realized from the 
Automated Survey Data System (ASDS) and Wage Determination Generation System 
(WDGS). Success today for thosa In toe business of processing informatkm depends 
on realiztog greater effidency toroi^h toe use of technotogy. StagnaSon and failure 
result whoever this does not happ^. Despite multifile years in devek^naent arto 
partially due to Ss concurrent irtpiemernation, until more recently ASDS has proven to 
be more of an inhibitor toan a boceter to productivity gains. 

There is no current linkage between ASDS and WDGS. making it imposable to tru^/r^ 
assess the effectivsn^ of WDGS. Fuffoefraore. this precedes any wage/ 
determinations from being issued throi^ the ^fstems that are presentjy in place. ^ 
preventing the DOL from gen^ting updated wage determinations ftrough toese system^ 
interface, hoped-for productivity gains pr»«rviHusoiy.^ 

fro Its detriment, not having a technology sawy leader M headquarters in DC has left the 
DOL WHD beholden to its outside technology partner^ It has also put an unfair burden 
on these partneis to interpret and set goals. Without die&T expectations having been set 
by DC, the practice of the squeaky wheel gettir^ oited first or the “interesting" technology 
taking precedence Is understandabte. but has {woven largely ineffective and needs to be 
replaced an apprqwlate technology fmpiement^n plan astaMshed igr strong 
leads^htp in DC. A leader to DOL WHD headqimrters must be passionate in seeking 
and listening to input from toe regicmal offices regarding technolc^, but also have the 
technology know-hrww to discern what is possible and to create an appropriate strat^y 
and impl^entatton plan and ^^uie. Understanding Information te^noiogy and how 
best to use It to drive enhanced productivity needs to become a WHD core competency, 
even if the technotogy platform itself Is provided torough an outside partner. Only when 
this happens can toe IX)L meet its constitueitoy needs by providing updated wage 
determinations in keeping with Davis-Bacon regulations. 

Metrics and Goals: 


Having metrics and goals Is necessary fo succeed and satisfy oistomera or 
constituencies, no maner the i^e of organization, whether pri^te, not-for-profit, or 
governmental. Metrics enable an organization to.understand what is working and what 
is rtot. When proper^ established anti ntonitored at toe iltoli^ridual contributor, team or 
group level, performance against meaningful m^rics enables management to better 
Idiwtify and reinforce T^est practices" to take corrective actions when necessary. 
Without agre^ upon benchn^rks to be evaiuated against, people, rrianagers and 
organizations are at a ^vere disadvantage. For the most ^rt, tols la the situation 
existing at the five regional WHD office. The primary culprit again Is the Iqck of strong 
leadershipirom Washington DC. 


Whether it is the Total Quality Management (TQM) approach having been suocessfutty 
implemented by films, such as 3-M. Ford, and Mcrtorola, the Six-SigiTte program used ''' 
throughout General aectric, or the quality management principles of ISO 9000, an 
these methods advocate the importance of establishing metrics. To be ^etSive, metrics 
and goals must be r^llstic and fair, based on objects^® interpreteticxi of the relevant* 
tects. No such measures exist within the Davis ^con wage survey framework ’ 
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Davis-Bacon Process Evaluation 


McGraw-Hill Constructbn 


Process MatK^no: 

No major process dtsconneots uncoversd. Thei© was a ftvofold purpose to 
conducting an in-depth analysis and documentation erf' the current Daws-Bacon wage 
survey arKl determtnation processes and operations pertormed by the DOL WHD. The 
first was to identify potential disconnects, flaws or opportunities for Improvemerrt In the 
process itself. The second was to uncover any non-direct process related reasons for 
why wage determinations are not being issued in a timely nrarmer. 

7^ most significant obsen/aBon identified In our process’ mapping effort was the totally 
different ap^aroaeh taken by foe Bureau of the Census fo J^etson, iN veraus the one 
employed by the DOL WHD. The Census operatons inwsived in Ih© DOL Davis-Bacon 
wage determirwBon process are well managed and-.e3rtremely well exeoited. They 
efficiently handte all outbound and Inbound WD-ie survey woric The printing process is 
largely automated, yet to accommodate a vari^ of -drffewent steed package enclosures 
the assembly erf final mailings require manuaie«^ Census has aysfomaticafly and 
carefully analyzed aH of the DOL WHD actlvWes. Measures, and metrics are religiously 
kept. Census bdieves change can be made In the mailing pieces to more fuHy 
automate their handling and this drive dovwi costs threu^ rMilfeed efficiencies. They 
also feel foe forms’ vtsutf appeal can be enhanced tor #ie benefit of the Davis-Bacon 
wage detemiinaBon constituents who fill them out Consistent with ownmente from 
many incfi\^uate at the WHD regional offices. Census believes tt»e direction artd 
feedback they receive from DOL WHD headquarters staff In DC Is poor. 

Key Recommendations: 

♦ Hire a DOL WHD l^der vrfth a strong understendmg of today’s existing 
information technerfogy and its capabilities. TIBs person should have a proven 
tra(^ record of successfully implementing a TQM approach to restructure or 
create an Information solution that entails the gathering, electronic processing, 
and analysis of data. This Indiwdual should also have demonstrated experience 
in team building a geographically dispersed org^izatiem. In addtion, m 
individual who has managed outside contractors on a systeiThwide re- 
engineering project would b© a real asset. 

♦ ^ficxjsly evaluate the c^ion of ctisml^ing SID. The ASOS and WDGS 
fofcx’mation technology still does not function appropriately, after years In 
development. There Is no acceptable reason for the poor ASDS resporrse time 
that exists and wWdi continues to hamper the productivity of the WHD analysts, 
given today's systems technology capabilities. There is also no justifiable excuse 
tor why the linkage tetween ^DS and WDGS has not been made. The scope 
of toe date processing required for tiie Da\^-Bacon wage determinations Is 
relatively strarghtforward. Many companies wtth programming and systems 
expertise could readily step in and do a mu^ better job than SID. The 
experience and knovrfedge SID poss^ses, due to thefr years of involvement in 
ASDS and WDGS, does not offset toe benefite to be realized by bringing in a 
more competerit softemre and Infoirnation knowledge management parted. 
While SID toe company has been involved for only the past couple of years! 
many of the key irnSvIduals at SID are toe same peopie who have been inroh^ 
throughout to© Davis Bacon techrKJiogy re-engineering. 
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♦ Estabiish metrics and goals. The davetopment of some initio metrics and 
measurements of throughput has been recently pilc^. White input from each 
regional office and from the incKvidual WHO analysts to sat fair and realistic 
metrics is absotuteiy required, ultimate responsibility for their creation should rest 
with DOL WHD headquarteie staff In DC. 

♦ improve communications with constituencies. Union con^ctois know ^ 
benefits to them of resporKling to the WD-10 surveys and are conscientious 
about compliance. In toct, the unionis toemssives, in many ^ses, step in to 
assist. Messaging to open shop contactors mueA be enhanced, so they 
understood tine fifties of the Davis-Bacon wage determinations and the 
consequent benefits to them of filling out and retoming the WD-10 forms. 
Changes to the Davis-Bscon r^utotions to pre\,@nt competitors from finding out 
the wages being paid by open shop contmctors on specific jobs, via toe freedom 
of informetlbn act, would greatiy aiies^te a major reason for open shop 
contactors’ unwillingness to return WD-1 0 forms. - 

♦ Redesign WD~1 0 forms and m^ing documents wlto direct Input fiw) the Bureau 
of the Census natkmi procsssirrg center in Jefferson, IN. 


♦ Many other recommendations are listed in the exf^nded recommendations 
sectkMi, which fdlows. 


Davis-€^S3n Process Evaluation 


DRAFT 


McGraw-Hill Constnjction 


General Background: 

Congress tasks the Wage and Hour Division <WHD>, U.S. Depwtment of Labor, with 
issuing wage determinationa on an on-goIng basis l^isiated ^ the Davis-Bacon Act 
(DBA) and Its attendant regulations. Due to recent 0*G ar>d GAO audits, sffom have 
b^n made to enhance and update the current wage survey and determination methods 
with the expectation ttiat this would improve the timeliness and quality of svage 
determinations. Equatty impoitent, the DBA wage determination proce^ is currently 
undergoing the Offee of Management and Budget's (0MB) Program Assessment Rating 
Tool (PART) review. 

Study Puroose and St»ne; 

The purpc^ of this evaluation is to cwtductan In-d^th evaluation of the current Davis- 
Bacon Wage survey and c^rminatti^ process. 

■ Evaluate the recent sl^ taken by the Department of Labor, Wage and Hour 
Oivisfon, to Improve the timeliness and quality of wage determinations specified 
by the Davis Bacon Act and concomitant regulations. 

■ Determine whether the improvements have produced more accurate and timely 
pr^aiting wage det^minaticms. 

" Identify potential ORXjrtunities for furttier improvements to the data collection, 
surv^ analysis, and final wage determination processes in support of more 
accurate and timely wage determinations. 

• Assist WHD In Its response to Section IV of the PART review that inquires about 
independent evalietions d tots program. 

» Ctevetop a graphical flow chart of the DBA wage survey process. 

Findings: 

^ Best Prart/ces 

» Metrics established in the San Fransiaoo and Dallas regional offices to aid In 
determination of workflows and time required to (rompteto a survey. This 
provided management with minirrtei metric data needed to plan for the time and 
resources needed to complete a survey. 

■ Pra-survey briefings emplojted in Dallas and Chicago to encourage particpatkjn 
in statewide surveys. Meetings were held with major industry associations and 
trade unions vwth the ttojective of improving re^ronse rales and overall quality of 
the survey responses. 

^ Us© of the Census National ProcessMng Center in Jeffersonville, IN. has greatly 
improved the collection process by providing a well-organized methodology fix 
outgoing mail arxl forth© di^tfzation (scanning) of sursray results. 
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Davis-Bacon Process Evaluation 
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4- Procedurei and Technology O^facfes: 

• To date, the ASDS and WDGS platfonns do not have ccmnectlvity. No tec^ink^l 
optiwis ourrerrtiy exist for transferring data between them, thus stalling fesuance 
of any determinations for which field survey vrork has alre^ been completed for 
some time. Manual transfer is so cumberstxne that apparently fliat is not an 
effective optkm ©ifrier. 

■ There is a strong nwd for training programs at aH levels of personnel Inwlved In 
the DBA survey and determination process. Formal training programs and 
materials are r^uired for both the technologic^ aspects of ttre process aixl for 
foe survey process itself. 

» Internal communication on technology issues, survey schedules, poiloies and 
procedures needs improvement. Externa! communication with stakehoiders is 
weak in many areas; improvement could greatly aid in regularly reporting the 
retem rate of survei® and the quality of foe data received. 


Progtwn Management: 

» There is a need for strong leadership #om WHD headquarters. There are 
several Individuals managing parts of the survey and determination process arfo 
foe methodologicat and technological efforts. An individual with a rrore hoHstic 
view of the entire process is needed to give the overall program irrxKoved 
vision and guidance. 

- Regional offices are looking for direction on all aspects of the survey process 
There is too much “passing of the buck" back to the regional offices from DC, 
which results in a lack of consistency in process and application at the regional 
office level. 

■ Metrics need to be developed for almost all aspects of the program. Field 

management of the sur\ray process vrfll be greatly improved wlfo simple metrics 
such as the numter cf Wf>10 forms prtacess per day, par anafyst. Managers will 
be aWe to establish minimum work output requirements that are consi^nt wrfo 
the completion date for statew^ Adequate staffir^ in foe regkvial 

offices Is an issue, but without ntetriss. rtodefinitiw <x)ndusion c^n be reached. 
H is our understancfing that WHD management Is now addressing this issue and 
that metrics to measure overall throughput vwll be in place later this year. 

if performance metrics are developed utilizing the current system <whlch is under 
performing), any benchmarks on project thrtsughput volumes should account for 
this current situation and be careful not to^s©t goals that are artlflcialiy low. 

■ There Is a strong need aaoss the pregram few more techni^ogical savvy- 
particularly as to what technology can end can not do to improve foe DBA survey 
and det^mlnatlr^ process. 
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McGi^w-Hiii Construction 




4 ^ UnaiqyBc^ed PracticQs and Delay Pofn^: 

■ Dodge R^rts are used as the primary source for identifying contractors to 
which the WD-10 survey forms are mailed. Specific Dod^ Report data fe 
selected utilizing a nriodei at the Univer^ of Tennessee (CIRPC) ^at 
determines which construction projects in a given state fali within the defined 
parameters of a Kjrvey. A listing of Dodge Report numbers is sent to McGraw- 
Hill Construction and fell detail Dod^ Reports are returned to CiRPC in 
electronic format, The selecticat c^erM in the rrxKtei naed to be examine! suxJ 
updated to ensure that dato being sent to ASDS does ncrt include unneeded 
projects or exciude projecte wtiieh should be used in the survey. Tha is 
particularly true for residential projects. 

» Partiy due to the lack of metdcs and technologica! sawy, ctranges ha>re been 
made wttiiout a thorough undefsterwiing of the full impact and consequericss of 
the change. 

■ The lack of meaningful metrics makes it almost impossible to project survey 
comptetlon tirrtos and the required resources needed to compieto a survey vwtNn 
the timeframe established by rrtanagennent. 

- Communications between CIRPC and the regional offices: between Dodge and 
CiRPC, between the regkxmi offH^s and DC; between DC and the software 
COTSUttants; betw^n Census and WHD, need streamlirring so that aH 
participants in the survey process are aware of how their role fits into the overall 
process. 


■ Sev^Bi statewide surveys have been completed and are in the process of hawrig 
determlnattons devi^oped. Sirwe WDGS is not yet connected to ASDS, this is a 
iabor-lntensive effcxt Irt DC that has precluded toe issuance of toe first 
statewide detemtir^tion. 

• Lack of strong over^l pregrem leadership resufts in a reacthre approach to 
problems and issues as they arise. Ttris more reactive approach, rather thart a 
proactive approach, is detrimental to the long-term goals of WHD and often 
results in band-aids being appii©^ to resolve an issue that remains as a long-term 
impediment. 


4 Other: 

■ For statewide surv^s, limited arralysis is done regarding vstoat to e)qj©ct as to 
response rates, survey vo}urT>ea, system c^|(^dty requirements, human resource 
needs and rates of throughput. The statewide approach should have been 
piloted in parallel vwth MSA approach to be sure that there v«s a successful 
workirtg model In place before rolling it out on a national basis. 
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Davis-BsKon Process Evaluation 
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■ More re^dentlai projects af% required to fnprove the ^rvey responses for these 

building classes that include apartments and houses. Limited residential data is 
provided for entry into ASPS, j fievising the model parameters can change tors 
sKuaSon. ^ 

■ Utilizing the statewfd© survey ajtoroach, it may become necessary to alter the 
time frames covered by tie sunrey In order to oxiUol volume arto to er^ure that 
there are suf^dent prdects in both njral and metro areas to yield a satisfactory 
survey result. It is recommended that a six month time frame be consider^ for 
metro areas wHhin a state, and that twelve months of data be used for rural areas 
(nc^MSA), depending on the volume of construction covered in the respective 
time frames 

■ Historically, and ongoing, them is a low partictpation rate among non-union 
contractore. The underlying reasons are varied: too mudi time required to 
corr^ete the survey fcKms; concern that confidendal wage cteta that can provide 
the company with a oompstl^ edge would be made pudic; don't build federal 
prdstte, etc. Short of rriEddng survey response mandatory, it is f^»mmenddd 
that a more formal and effective outreach program be inflated to improve this 
sector’s participation rate in the wage surv^. 

■ The new ASDS approach provides for prop^jadcn of statewkl® rates Into all 
“similar” counties across a s[^ific state. This may create an incentive for 
broader participation among non-union and union contactors. 

■ existing databases of vwige data from prii^te providers, such as Marshall & 
Swift, are not viatHe options to the WHO wage survey process. Data ooHeoled by 
these private compani^ tends to be hea^ly weighted to the CBA w^es 
applicable to local areas as union hiring halls and CBA's are thdr primary Inputs. 
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Technology Background: 

Technology improvsmente have been a primary focus of foe Davis Bacon reengineering 
ir^iative. Both GAO and OIG reports have cited the role that technolcgicai advances 
could play in improving protsess flow and quality control throughout the Davis feioon 
prevailing wage process. Furthermore, technolt^k^l improvement couid provide more 
asnvenisnt access to the wage determin^on process through online survey 
adminisfration. 

Two key technological advances were idsniifsed that would enhance the quality erf the 
occupatfonal prevailing wage data, improve foe system capacity lo allow more frequent 
review of all Davis Bacon wage rates and at the same Hme open the process up to a 
breeder audience. 



It recognized ttet systematic rule-bg»ed revrfew of incoming wage survey data could 
prowde a rigorous, and automated analysle in order to v^idate foe survey responses as 
well as highlight potential inconsistencies. “Expert systems could be developed that 
would automaMly review survey data to detect potential problems needing additional 
review or \rerrfication.’’ The casting tools and appKcafcns used throughout foe wage 
survey process reiied entlr^ on the scrutiny of the wage analysts to assess the validity 
of incoming vrage data, Additionelly, many of the routine processes could be performed 
systematically, thereby substantially reducing the tirne spent by wag© anaiysts In both 
survey preparation and review. To achieve fols, a toot has been int^rated into the 
survey pro<»sslng appftcs^on. 

Electronic Data Processing: Scanninc/lmaaina and Online Submission: 

Electronlo data processing capabilities were identified in order to relieve the wage 
analysts from tte data entry prctosss and likewise reduce the potential for error In the 
survey data. As a result, document scanning and imaging capabilities have been 
evaluated and introduced to the data coHecSon and proc^sing sy^em. ysdditionaiiy, to 
take advantage of Internet technoiogy, an onllrte form has been created and 

published on the wortd-v/ide-vreb. 
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System Components: 

TTie Bacon reengineering has set out to Improve and enhance two existing 
comiHiter systems: Automated &irvey Data Syst^ (ASDS) and Wage Determination 
GeneraticBi System (WDQS). These systems are described t^low. 

ASDS is the tool used to administer ail facets of any individual Davis fecon wage 
survey, and additionally to rr^naga n^ltipie simultaneous wage surveys. It is intended 
to manage toe errtire survey process, inciucNng: 

" Survey preprocessing 

o Scheduling a survey 
o Requesting necessary source data 
o Cleanlfig and preparing a sample for mailing 
o Transmitting request for survey rrail-out 

■ Printir^ and mailing the survey .. . , 

» Handlir^ data ©ntryltommuitipie sources 

o Scanned imag^ of standard/non-atendaid survey responses 
o Web submissions 
o Manual keyed data 

■ Surv^ post-processing 

o Vaiidating survey respond and highlighting potential erron«>us data 
o Categoris^ and segmenting survey responses 
o Aggregating and csiculating proposed vi«ge determinations 
o Feeing survey resutte to WDGS 

The above st^s are outiined below. 

Survey Pre-proc^sina: 

{procjess diagram steps 1-17] 

Survey pre-ptoeasslng indudes identifjflng toe geographic scope, construction type and 
time period of a ^rvey, setting schsdules/ctetes, requesting and preparing Dodge input, 
then eventually requesting and mailing an assortment of annourKJsments arto survey 
packages. ASDS includes each of these features. 

A wage specialist can create, schedule, and launch a new survey instance within ASDS 
triggering a request for relevant Dodge projed intormatfon through analysis performed at 
CiRPC. Ahhc^gh straigh^orwaid, toe process of requesting, t^mplling, transmitting, 
loading and validating the relevant project information for a survey can cause significant 
delay, postooning actual stsvey preparatton. Current delays of several wedcs should be 
shortened to 2 to 3 days. 

0/HJ8 toe sample population of pr^ct information is available, the regional wage 
analysts begin verifk»tion of the project and contact infotmatiOT. At this time dupilcata 
prded and contact Information is reso!ved-«qoordingiy, and addresses are reviewed for 
completeness. A utility nicdei^ed RoboAnaiyst has introduced an “expert-system" 
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component to this phase of the survey pre-proces^ foncSion. The tool, although 
continually evolving, assists the wage analysts in the verification of project and contact 
information by identifying potential duplication and propo^ng f^>lution. While rnit»l 
review found that RoboAnatyst recomm^ations were often poor and the process was 
overly time-consuming, subsequent upgrades have significantiy Improved functionality. 

Upon completion of the pre-processing phase, a set of files is generated. SID transmits 
five eiecifonio source fies to the print-canter, which then processes these files and 
returns to DDL for verification. Following verification, all tetters and forms wfii be printed, 
assembled into envelopes, addressed and mailed. Currently, this hand-off betweer! 
SID^OL and the print-c^er appears to cause unnecessary delay. 

Prirttlng and Mailing Surveys: 

[process diagram steps 17-24] 


M of the Das^s Bacon printing operations haw bean trensfi^^ to the Oepartinent of 
CSensus operation in JeffersonvHle, IN. The files mat are recsebred in the Census prirrt- 
oertier are loaded into a database fife that conbols the pilr^ng and asserrrbly of the 
survey packages. Several package types are created that include a variety of 
enclosure. AH of the printing is done on-^e In JeftersonvUle, induding the forms, 
letters, irrstn^rtlons. and announcements. The packages are addressed, sorted and 
shaped on pallets for mailing. The printing process is iargely automated, however, witii 
the many cSfferent number and various si^d package enciosures, tiie assembly the 
firrai packages involves irore nvanuai effort. Census staff offered r^mmended 
changes mat virouid aiiow more automated assembly, and potenti^iy reduced cost to 
DOL. 


The entire process te very effidentiy run vwthin the Jeffersonville facility. C^us 
appears to have sufficient capacity to handle any volume of printing and mailing that 
could be generated in the Davis Bacon wage survey process. They did express concern 
regarding poor scheduling by DOL, as wdl as wim inconsistency In the process flow. 

( Furthermore, they were not comfortable with me feetSsack and guidance that they have 
been receiving recently, but admitted that their communication level may develop with 
ms new DOL staff cooidirators in Wa^ington. C«?isus steff offered several 
suggestions to improve wsual appeal of survey mailings, as well as recommended ways 
to reduce the cost to DOL. The Census print certter is a very efficient and well run 
(iteration. 


fntiound M^l SurvBy Siimtssion 
[proc^ diagram steps 26-S2] 

The Cen^s facfltty in Jeffersonwiie ncrt only handles all outbound Davis Bacon wage 
survey mailings, but also manages ali inbound survey rTiaif correspondence. Incoming 
wage surveys are put through a rigorous review and data ooliection process that 
involves: 

» Cat^orisng and tagging every individual envelope and ali enciosures with a 
baroode label 
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■ Scanning all of the anclosunes (inctuding the return envelopes) to generate 
etsctronio images 

“ J^l^ng the survey responses through character reccgnition technology 



Every piece of inbound mail is characterized as a batch. Each piece within a batch 
including envelopes and ail enclosures, is tagged with a unique barcode label, which 
identifies Its batch number md type. Eveiy ilewls scanned and the resulting imagery is 
tianamiitsd to OOL to be accessed throi^ d®DS. Any Davis Bacon WO-10 or 
subcontractor form is pttjoessocl electronlo^ly wWi opBoal character recognition (OCR) 
software to “reacT the survey rasponsiss. MdniM keyed data entry is performed for 
verification on one hundred peroent ol these rtotrns. Discrepancies between the OCR 
data and the key-ftom-image (Iff!) dete are sMtaWrough a manual adjudkjalton process. 
Statistics are mairstained to track all discrepaurtes. Ana^sis of these sUtsOcs oould be 
used to identity poterdial probtems with the ajrvey form. Pacause imaghg and CiCR 
processing has only been used in the most recent wage surveys, there is no way to 
assess the aocuiarv of Ws process. However, ftie pnjcess is thorough and should 
result in high quaSly data entry and validation. Fuittiermore, the rasulSng document 
imagery that is generated and a(x»s3ible in ASDS will allow DDL waga analyst to further 
vet% or claitfy the wage sutvey intannation that has been oolleeled. 

Again, this process is vary effloienlly run by CenstB. The sWf is very technical and has 
extensive knowledge and experbse in p9rfon»iag..#iis work. Many of the tools, utWlias 
and analytioal metoods tave been devetepo^ onsite sftociflcaliy for the puiix»e of 
^er^ronte data capture. The only concern expressed by Census was that significant 
tirrte had passed since ftte inffiafpilot and that any wrinkles would need to be worked out. 
as the program roBedout on aJargersoale. 

OnUm Survey Submission 
[process steps 

Art online versian of the Vl®-10 survey iomt has been posted to allow for (ntemet date 
oollBotion. This feltows the general focus on the use of technology to both improve and 
streamline the wage sunrey process through the use of technology. Although new, use 
td the online taan has been substantial. While toere were some initial tmubies wtih 
online suhmissioos it is sqseeted that the use ot these forms mil increase and eventually 
provide a consistent data collection instrument that eliminates any data entry by DOL 
staff. Online submissitm of survey date dab Poly increases accuracy of WD-tt) 
submissions, but also increases accesslbiti^ t© the Davis Bacon wage determination 
process 


a- Mmual Keyed Submission 
[process step S3) 


ASDS allovra wage analysts to manually create ttiti dafa-enter survey data. Items such 
as oartiliaf payrolls mailed to DOL may pii«& relevant wage survey input. This 
information may be entered direolly through the®M interface. 
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Survey Post-ProcQssina: 

[process diagram steps 53-87] 

Sunday post-processing Is crucial to the genesa^on of consistent and accurate wage 
detenminatians. Sur\ray post-processing is a very time consuming task ttiat involves 
substantial Invoivem^ by the wage ar^lysts. Again, technoiogkrai ad^noes have 
been stressed in order to streamline and improve fr^is step In the wags determination 
process. 


With the fndusion of the swr^ imaging provided In the Census process, ASOS should 
consolictete all of ^ infr^matkm necessary for ^ svage analyst to vi^ ^ WD-10 
wage survey data, thereby greatly reducing the need for paper liting and increasing 
productivity. However, presently regionai ofi^ces face substantial issues with system 
re^nse time In this process. Delays of several minutes at a time are oommotpiace. 
Due to the poor s^em r^ponse time, wage analysts are forced thoroughly review, and 
often print all material prior to making any telephone calls to validate survey data. This 
added pr^raticn, combined with t>8 system delay reduce pr^yst producth^. 


(process st^s 53-69] 


Wage armlysts must interpret arto make numercHJs jix^^nts about the validity of 

incanlng wage survey data. The RoboAnalyst utilfty Is used survey preparafen also 

provide an increased levei of rules-tosed de^lon to assist the DOL wage 

anabrsts is reviewing and validating the WD-10 wag^ survey date. This includes njIe-(^- 
Ihumb validation and varianre testing of wage and fringe data, assistance with craft and 
area practice clarification, as well as evaluation of the survey sample for potential 
dupifeation. Again, as RoboAnaljret continues to evolve with the feedback c# tita DOL 
wage analysts, survey consistency and validation will continue to improve. 

Inproverrients with the workflow defined by ASOS in this phase of the process could 
provide addittor^l gains in productivity and ease-of-use for the wag© smalysts. Further 
effort ^ould be made to work with the end-users to outline ttiis wortt flswv In order to 
enhance toe ASDS application so that It more effectively wralks toe wage ar^iysts 
torough the pnxess. 


process diagram step^ 70-77] 

Following toe validation, clanfir^tion and area practioe resolution of the survey, all of the 
wage survey data is aggregate and ceiculatkm is performed, resulting in a sot of 
recommended wage determinations. Throughput the duration of McGraw-Hill’s 
docunwrtation of toe wage survey proc^, and as a i?»utt of behavior kfentitied in our 
meetings, the spec^rcations of ttie survey a^e^itionfcaiculatlon process liave 
fundamentelly changed. This has lead to a reehgiheering of the ASDS aggregate 
processing feature. When finished tois module wifi^^iow regional office to selectively 
combine geographies to yfeid more desirstote waga^^jermlnations. Furthermore, only 
selected key crafts will be allowed to propagate irto frase aggregate geographies. 
Completed aggregate processing results In the calculated wage determination to be 
transferred to WDGS, reviewed by the national office and published by DOL. 
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WDGS is a tool that is primarily used to administer the wage determinations that result 
froTT) me wage survey analysis conr>pl©ted in ASDS. WDGS is intended to allow DOL to 
maintain current ws^es established under coiiective bargaining agreements {C8A) 
where analysis has indicated CSA to be the prevailing wage. WDGS senres ^ the 
repc^itoiy for the curi^ public Da\^s Bacon prevailing v^ge data. 

Currerrtly there is no linkage between ASDS and WDGS. Without any information 
passing between these systems there is no way to assess the effectiveness of WDGS. 
Addi^onaliy, this ladt of connectivlfy leaves DOL unable to generate updated wage 
determinations through mese system Interfaces. ' 

ASDS and WDGS General Findings: 

^ Spaed/Throug^ui 

System speed artd throughput was the moat ■consistent complaint of the n^ionaJ staff. 
Long delays and slow processing greatly diminishes tiie wage artsJysfs ability to prc©^ 
a reasonable volume of vi«ge survey d^. Additionally, it Is unclear the ejfflct capadty 
that the ASDS system will be able to handle. The volume of data in of toe surveys 
that was review^ does not seem to be sufHclentiy large to justify the slow response 
time. Although sorr>e of to© issues \wto speed may be due to communication vwto the 
centiBlizfKi datebase server, the system is even slug^sh In the applicatioi developer's 
offrce. Whether bandwidth needs to be increased, or toe underlying sj^t«n architecture 
needs to be streamlined, system performance must be Improved to Incr^ss wags 
analyst productivity. 

£nd-Usar Wotk Flow 

Functionally, ASDS appears to achieve mo^ of the todividual requirements outlined in 
the fundionaf ^deifications documents. However, while gerdral survey steps are 
outlinol in ASDS menus that rrtay be suffiderrt for broader survey ^ntini^ration, the 
system does not clearly lead the primary ©nd-usars (wage analysts) torough toe survey 
process. Increased focus on wor1<-ftow woiM ne^ only help to define recorrunended 
practices, but would h€rip to standurttize and enforce proc^ures across ail of toe 
regional offices. Currently the field staff is Independently developing many of toe 
routine and techniques for uang the ASDS system. Consistent standards and best 
practices in syst^ usage have not been established. 

^ Sysf^ Process Flow 

TTiae are se>reral points throughout the administration of a wage survey where 
information or processr^ is handed-off between systems. These handiffs are 
g^ierating unnectessary, and often signifksnt delays. Due to frequetTt mocSfications In 
the survey process and underlying system changes, there is (ittfe consistency in the 
structure of these transitions. Furthermore, tong delays between surveys and lac^ of 
weil-defined methods result in constant retranlng and contribute to the delays. 

M&tfics/Program Managemont 
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ASDS oirrently features minimal fnanagement reporting capability. Regional managers 
are not able to analyze the productivity of their staff, or even assess their pending 
workk»d. Meaningful measurement of the survey process could help to ktentify 
inefficiencies, as well as efficiendes in both system and manual processes. WitKxrt 
appropriate m^rics the capacity of ttio system and adequacy of current staffing levets 
cannot be det^mined. 

-ft- Training 

DOL field staff has received past Gaining in the us© of the new survey collection system 
(AI^S), however, there has been continued devetopment arwi modification tiiat has not 
be^ fully cwnmunicated to the regional office. Programming staff has continual^ 
received feedback from the end-users and responded with nurr^rcHis systom changes 
and enhancements. These charges do not seem to be consistently and thoroughly 
communicated back to a// the r^ional usere. 'Reid steff has reputed increased 
oommunicatiem and advocated the use of news-groups and other fortwns to share and 
discuss issues. .. . 


^ System Implemeniation 

The Davis Bacon wage survey system (ASOS and WDQS) Is incomplete. It is too early 
to fuNy assess toe impact of these tools on the productivity and accuracy of the wage 
survey process. Qearty several tochnologicai advances haw been implemented, such 
as RoboAnafyst and availability dl an onHne WD-10 form. However, the lack of 
^DSAWDGS ccmneclivlty. remaining system bugs and slow response times have left 
DOL unable to produce any results within the current system environment. Furthermore, 
prepress in completing these applications has been slow. Much of the current wwk by 
the system developers involves supporting the adive user community, thereby diwrting 
the development effort away from completing the core system. Additionaily. 
development of “Iseils-and-whistfes” such as, tei^hony and graphica! maps have 
distracted horn cor^ntoation on the core requirements. 
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Process Mapping: 

{This section of Oie final report is cross referenced to step numbers on the p/ocess 
diegram beginning on page 2S. The notations in square cfenote the 

cfxresponcSng st^ number on U)e diagram.) 

This process review was based on in-psrson session with each of the five WHO r^ional 
offtees, the DC central operation, SID - the te<*n^(^ consultant rewriting the WHD's 
solars platform, and the Bureau of Census op^edSon In Je^rsonville, IN. As ti^is 
stu^ was underway it became apparent that the process is iteelf simultaneously being 
redesigned. The review here Is focused on the process as it is designed and intended to 
work, though there are some corr^jonents that haw hot jrat been impismenl^j. 

Getting started: 


♦ The wage determination process starts with tite selection of the geography and 
construction types to be survey^. With the recent nibv© to fuH-state detemiinations, this 
now almost always covers a spedfic state and all construction typ^, though exceptions 
do exist. Tbe regiorrai manager <x>ntacte Construction Industry Research and Policy 
Center (CIRPC) at the Univofslty of Tenness^ and requests from them a repwt on the 
nurrtser of constiuctton pix^^ts that faH frito ttte tirttefratfne of tite stixty. The goal Is to 
include presets, which wjuld haw had pe^ c»nli!i^ietion empkyment during the time 
tike stody covere. usua^ during the test year. W!PC mairrtains a dataham?. of the 
Dodge statistical date recorels teat capture the project at the time construction was 
awarded. To these proje^ records CIRPC appli S^ ‘their cc ii ’ i sUuc t ion duratio n r rexte t- 
which estimates whi^ a preject is wen into the busMteg process. [1 -9] 

♦ If tite volume of projects reported back is deem«J to be too high or too tew, tee 
windowof time from which projects wiH be satected'te shortened or lengthened until tee 
resulting proj«St fist te deemed to be man^eabtedM sufficient in size for a succ^stul 
wage d^terminatiGn. There do not app^r to tte S^^iebifio mefrics as to what ideal 
steemightbe. {10-11] 

\ ♦ Data for single-famiiy housteg projects are handled separately from all other projaAs 
I as they are not included ^ inavfoud recoms firffiS ©odge statistical dateb^. but are 
\ avtifebte via an htetorittel dateb&se of Dodge- ^tetts. AddHtonally, construction 
I projects reported otft'for bid by an owner for fu^ a frade or two trades are also mt 
I included in the process. This irK?lud©s projects ranging from reroofing a stnic^ure to 
j rei^acing a heating ^stem that are net part of a larger buikfing aiteration. 

♦ The fist of projects is then sent to Dodge for refrievral of the full detail on the pro^ 
reports (Dod^ Reports), which include the preset size, type, ktoatten, and key 
“players” involved In tee wrork - general contradtore, any known siArantractors, 
csonstriKJticKi managers, owner, engineers, architeet - along with other details regarding 
tile project scope.[1 2] 

♦ The expanded project report information, in fielded eJectronic forrrtet, is then sent to 
the Section Chief in DC for review. This is to srnrtoly ascertain that the correct state and 
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project types are in the file refeirned. The file is then forwarded to SID and loaded into 
the ASDS programs fw DOL. [13-141 


♦ Once the projects and associated players are loaded into ASDS the regional office 

wage analysts conduct a scre^iing of the data to eleminat© any project duplication, 
resolve any cases where a |»nicular player in multiple ways, and generally 

review the date for questfons or lnc«igruities that should be reived before ttie sutv^ 
are mailed. Once this is wmpieted SID is notified to extract the data and forarard foe fils 
to toe Bureau of Census National Processing Center (NPC) to generate letters and WD- 
10 forms. [16-17] 

- After the data files are released to the Bureau of Census NPC, the mailing of surveys 
and reteted notices begins. Each general contra<aor is sent a letter along with tite 
survey WD-10 forms pre-printed with toe key information on each project wrto which toey 
were associated in the Dodge Reports. They are also prodded a set of blank {not- 
preprinted) WO-10 forms for reporting on other projects toey^worked on in the requested 
time framcKl but which were hot reported on In the D<xlge Reports selected for the 
survey .[ 18 - 22 ] 

♦ Interested third parties, such as congressional offices, labor unions (facto national 
and local officss), trade associations, and any o^rs vtoo have requited notice are 
also sent a letter netting toem that a wage ttetermirtation survey is about to be 
conducted in that particular state (or rete’rant geograpltic area). (24j 

♦ At this time sewne regiwTal ofTtces begin conducting pre-survey briefings for 
contractors, and other interested parties, in toeir state. The purpose of these sessions is 
primarily to explain how to complete the WD-10 forms, toe rules regarding what should 
be reported and can be include, and answer questions from toe contractors regsj'ding 
the process. Thfe covers topics such as the meaning of peak week for reporting vrorkers 
and houre worked, how many wori?ers in a are required on a proj^ during peak 
week to nteke it eligibie for Inclu^n in toe final determination, how to record area 
practice definititxis, the size of a project that can be reported (anything over $2000), etc. 


TTi© l^or organizations also frequentiy conduct toeir own independent sessions for toeir 
members to encourage participation and suRSly Bfomratlon on how toey wilitean praride 
asastance In fifing toe WD-1 0 forms on behalf rsonfracstors In toeir organization. 


July 29, 2004 


Final Report - Cliwit Confidential 


Page 19 



Davjs-Bacon Process Evaluation 


McGraw-Hill Construction 



Survey is underway: 

♦ Once a wage determination survey is announced and underway, there are sewral 
ways In which the wage data Is ac^ally submitted. The mailed returns am ai! directed to 
the Census faMlity In Jeffa^nville, Indiana. The methods of submittal are: 

■ WD-1 0 pr^rfnted vsrsicm is completed arid returned via mall 

■ WD-10 bismk version is completed and returned via mail 

■ An electronic WD-1 0 is subrrutted via the DOL wateite. Web submittals go 
direotiy to ASOS 

■ A non-stoidard paper WD-10 “proxy" form is sent via mail 
• Certifj^ payroll records from federal agencies 

(Volumes submitted via each of these methods was rxjt available) [page 2a - Census 
Operation^ 

♦ In many c^ses the WD-1 Os sent to a gerreral contractor w’H be returned witfi ttie 
requested subcontractors Information having worked on ^ecific projecte. O^ncKng on 
the method of subrr^l , these names am either entered by Census into the ASDS or 
sent to the regional oflic© for data entry, and another round of tetters and WD-10 forms 
are sent out to these newrfy identified subcontractors.[page 2a; 25,-28,3a^i7] 

♦ Subsequent mailings attempting to elicit responses from non-re^nding contractors 
can be mailed out at the reque^ of the regional office. (^,30,31 j 

♦ As paper responses are received by Census, each form is digitally imaged and also 
processed tiroiigh optical character reoogni&)n (ocr) software that attempts to “read" 
each character on the form and store It in the proper field in the urxterlying database. 
The data recorded and the actual image are linked and stored in the ASOS for review by 
toe analysts. At this stage, a Census staffer also manu^ly entere toe fonm and toat 
human inteipretation of the data is compared to toe purely ocr-based version and tiien 
cross verified as much as possible. It Is hj^^ed that once a measure of the accuracy 
level of to© ocr-generated data is Imown with a high-tevet of confidenoe, that the manuid 
entry wli be done on a statistioaliy random tesis to serve as a quality bemtomaik, rather 
than having 1 00% of the projects hahdied this way. The goal would be to mininizs the 
time and expense due to the manus^tenfiy. [37-52] 

Survey responses on pre-prirrted mj-iOs have a code associated with each one toat 
identifies ft uniquely. The itode combines Infonnatfon on toe project and toe ctxftractor 
respcmsible for the reported work and wages. 

Any other respcmses do not have this urwque Ictentifier and require addittonai work once 
the data is ^tered Into ^OS. 

♦ Non-standard WD-10 forms cannot be handled via ocr processing as the software 
cannot discern which data to reconi In which fields in toe underlying database, although 
they are scanned and their images loadbd into ASOS. Therefore anything submitted on 
a notvstandard form must be manually keyed into ASDS. {37-35,^1 
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Survey anai^ls: 

♦ Onoe the survey res[x>nse8 are entered into AS^S the legional analysts can begin 
their work with the data. A main component of this process is determining which 
submissions are duplicates. Because of the tack of an identification system from the 
voiuntery submission from aH of the various sources and methods of ^mitial, frre 
analyste must review all returned surveys to ensure that ead) contractor^rojeot v^ge 
survey is only represented once In the analysis. This process of identifying potentiat 
duplication and resolving duplication is an irr^rtant step as weH as a time^nsuming 
one. ASDS, via the RoboAnalyst feature, provides some tools to assist in the contractor 
de-duplication proc^s.[53-SSj 

♦ There are other issues that ttie analysts must also resolve in the data clarification 
and verification processes, which can also be flagged for the anaiysfs attoition by the 
RdJoAnalyst softv^e. These include: 

■ Confiicting WD-10 Information 

• Project type assignment by the contrarjtor conflicting with the description of work 

• Missing/ incomplete data 

“ Area priujtic© definitions of work performed 

■ Implausible wage levels 


If data on a WD-10 has any of these is^ies, ft must be darified, arrd If it cannot be 
clarified it is c»niasd frwn the final wage analy^. if the information was submitted by a 
third party, such as a tabor union (who typically have deteited records on their membera 
work for purposes of administering their pension pians), tt>e verificatten of the response 
should b© matte with the contrador r^xMtsd, not the entity vriiich submitted the 
informatten on the oonbacstor’s behalf. (58-68] 

In cases where a WD-10 can be tracked back to an original Dodge Report, review of the 
details In the report can sometimes resolve quedions regarding the category of work 
done. 


♦ The issue requirir^g frre most cor^sideration the wage analysts is the resolution of 
area practices. In any area where co!l«?tive bargaining agreements are the prevailing 
method of ctMitracting, the Issue Is mcK-e easily addr^sed as the local unions can 
provide darification in many cases, in cases vriiere 51% or more of toe work reported In 
the surveys is ©.Jbmitted with an identical wage rate (to the exacted) for a particular 
trade, that rate is determined to be the prevailing w^e, as long as there were at least 2 
contractors and 3 workers paid that wage. Otoer submissions for toe same trade at otoer 
rates are not considered in tire final wage determteation. 

However, even in cases where unions are pr^ralent, discreparKsies may stHI exist 
between unions as to exactly what work one juilsdction covers versus another. In cases 
where there is not a sin^ identified prevaiJIng wage, a weighted average of the 
submitted wages fCK- that trade is deemed the pr^railing wags. 
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♦ Re^lution of area ptactice definitfons can be quite tim©<con^ming, perhaps 
con^rising the single most difficutt a^>ect of the process. No clear guld^ines were 
apparent during our rewew on how to make cjonsjstent judgments In these ^uaticns, 
which affect ^ entire outeome of the wage determination process. White this 
component of the process vm!I always require extensrv© fKiman judgment, there Is much 
room for assistance in helping *e regional anafysts handle this comporient of tfie 
process. 

♦ Once the regional analysts have completed Sieir analysis in ASDS the system 
creates a wage determination based In the data a^piled. At pc^ the infonmtion 
needed to complete the determination is tFansf«T»d to the WDGS (Wage Determinatton 
Generating System) v^ere it is aocessed by the DC staff for review. The link between 
toe ASDS arto WDGS s^tem fe not yet working, {68-77] 

♦ From the data compited, a ^mple of high-impact fimis are selected for audte to 
verify the accuracy of the data subntitted on their WO-IOs. The CPA firm of Harper, 
Rains. Stokes and Knight has been contracted wifti by DOL to.pertorm on^te audits of 
payroll records. Cooperation to permit their audit ie voluntary on the part of the 
contractor. Any data that is found to bp incorrect during the audit is dianged In the 
ASDS system and the wage determination must be recalculated. [^80] 

♦ Once the DC staff accepts the proposed detferrFiination from the r^iona! <rffice the 

final wage determination is printed in toe Federal Register and released on various 
government websites, the Def^irbrient of Labor’s web site 

www.doi.Qov/esa/proQrams/dbra/results.htm. the interagef>ey wage determinattem on- 
line site - www.wdoi.gov. arwS toe GPO’s site vww»acK;^8.Qoo.qQv/davj-^bacmV (81-85) 


♦ For hades and localities determined to have been under coHective bargaining 
agreements (CBAs), the schedule of CBA pre-determined rate ir^creases is recx^rded so 
that, at the time of toe nsjti increase, the union is Gbntaded for tiie new rates, wtolch are 
then incorporated into an updated wage determfn^fen. |86j 

For non-CBA trades/localltiss, no automatic wage adjustmer^ts are made. These rates 
will remain the same until the next wage detenritsiSen for that area is undertafesn and 
published, or the mmlmum w^e changes to exce^^toe lowest prevaifing wage 
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Davis-^con Process Evaluation 


MoGraW'Hill Construction 


Hecommendat/ons: 

1) Hire an Individual to manage the overall WHO Davis Bacon wage survey program. 
This indivkiud needs to be a strong leader wfto proven technotogy project 
management e>toerience. Repeated oommente were mad© from vwthin DOL, from 
other agencies, and from contractors that the appticatfon of technology neecte to be 
better urnierstood by WHD peraonnet and needs to b© embraced in many aspects of 
the operation. This individual should have demonstrated ejqserience in team building 
a geographically dispersed organization. In addition, an indivfclual who has managed 
outside contractors on a system-wide re-engineering project would be a real a^t. 

2) Redesign WD-10 forms and mailing documents wlto direct input from the Bureau of 
the Census Nationai Processing Cent^. Cost savings can b© realized with a 
rede^gn and simpfriioation of the format resuH^ in an improv^ent in usable 
response. The OMB form certfficatlon expires in February 2005, so now is an icteai 
time to start working on the next version. Data requir«pen1s should be determined 
up front, then presented to Census for them to dWign toe form arto concomitant 
mailing documsnte. 

3) Focus on the “must-haves" not the “nice to haves" in setting system pnorilies. Better 
database cleanup (darificaSon) tods are needed and an improved record ID system 
Is a necessity. Hold off on items such as telephcmy, color maps for propegation of 
data views, etc. until toe bas© system is In better working order. The primary 
objective should be to dgnUicantfy increase toe syston speed and response time to 
improve toe overall productivity of the ^eld offices. 

4) Setter "transparency” is needed as to wtiat is going on in the DBA survey and wage 
determination processes. Tffe transparency must be tommunicated to internal steff 
and stakeholdersL on a regular basis and in an effective manner. Currently, 
scheduled dates for \rarious activities are regularly missed with little/no explanation. 
As a f^ult, these deadlines and published dat^ are rx) longer viewed as real within 
WHD or by other agencies end stakeholders. Improved outreach campaigns and a 
major ef^ to upgrade the WHD website, will both contribute to better information 
flow and improved confidence from all sectore that Improvements are being made. 

5) Develop metrics for all aspects of the DBA wage d^erminations c^rations (after 
initial presentation of our findings in April, we have been advised that a pilot program 
to dewlop metrics is underway). 

a) Measure arto monitor volumes of outgoing tetters and outbound WD-1 0’s and 
d^raiop frequency distribution patterns based on date mailed to aid in forecasting 
work flow at the regional office levral. 

b) Measure and monitor incoming volumes of WE>-10’s and subcwkractor forms by 
source (union, non-union, int«net, mail, standard form vs. non-stotoaid form, 
©to.). 

c) Measure, monitor and track WD-IO’s preceded at toe analyst and sunray levels. 
Tfss will provide for tighter and more effective management of the survey 
process and improve overall quality leveis. 
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6) ASDS doDumantetion states that annual antic^ed volumes would be 500,000 WD- 
10 forms. TTiis level of processing is inconsistent with likely tfiroughput -capacity 
of current actual anedyst resources staffing. 

7) Many third party contributors (paiticuiarly trad© unions) habitually subn* large 
quanllts^ of WD-10's and subcontractor sheete on, or near, the very last day of toe 
survey submittal pertod. In order to maintein overall survey deadlines, tors last 
minute data is often accepted vrith litBe, or no, daiification. New policies and 
processes need to be developed to guard against this potentiality. 

8) Too mudi emphasis Is placed on small pr^ecto. While the DBA mancfetes that 
projects of ail value dasses be surveyed, It is a statem^t of fact that tiie larger 
projecte have a greater impact on the final wage determination toan do small and 
medium sized prr^ects. New policies arto procedures need develc^ment to 
encourage eariy submittal of information on these large projecte to erteure adequate 
coverage in the selected surv^ area. 

9) investigate expanded use of mini-surveys to predetermine CBA areas toat will not 
require a full survey effort. 

1 0) One and two family house date from Dodge is not currently being used for surveys. 
Consider use and develop applicabl© policies and procedures to address tors vdd. 

11) A sense of urgency must be created at all levels of management and systems 
development. The current technology project Is ejdremely costly and is provkHng 
limited improvements to toe process. More importantly, it seems to be a s^- 
perpetuating project, with littie sense as to why it is urgently needed by the WHD 
DBA field Euid headquarters staff. 
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Process Diagram 
Overview 


DOL Daws-Baeon Survey Methodology 
High-lev^ Overview of Wage 
Determination Process 


HeSrsnym 

isiBniimriM 



July 29, 2004 


Final Report - Clierrt Confidential 


Page 25 







87 



DRAFT 

Davis-Bacon Process Evaluation McGraw-HiH Construction 


Survey StaQina/Schedulina 



I 


July 29, 2004 


Final Report - Client Confidential 


Page 26 











88 


h 

I 

I 


AKT 


Oavis-Baoon Proce^ Evaluation 


Preliminary Data Review and Sur^v Briefings 


McGraw-HiH Constructkxi 


DOL Da^-Bacon Survey Methodology 
Staging Prooees: Data Review and 
interested Party Notiflcatlon Process 



29.2004 


final R^rt - Client Confidential 






89 










90 









92 









93 





94 


draft 

Davis-Bacon Process Evaluation MoGraw-Hill Construction 



July £9,5004 


Final Report - Client Confidential 


Page 33 






95 




Davis-Bacon PrcM^ess Evaluation 


Process Diaotam - Glossary of Tamn-a 

DOL Davis-Baean Survey M«t}iodoiogy 
Glossary 
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Glossary 

ASTC - Automated Survey Determination System 

CBA • CoHetStive Bargaining Agreemenl 

CIRPC • Construction industiy Resean:h and PolteyCenter 

DR ■ Dodge Report 

MHC - McGraw-HIM Construction 

MSA • Metropotitan Statistical Area 

Dept, of Labor ^ia^io^al Office in Washington, DC 
NPC- Bureau erf Certsua National Procassing Center 

RO • Dept, of Labor Re^nai Offices 

VtDGS - Wage Oetemiination Generation! System 
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[Additional submission of Mr. Eisenbrey follows:] 

May 4, 2011. 

Hon. Timothy Walberg, Chairman, 

Subcommittee on Workforce Protections, U.S. House of Representatives, Washington, 
DC 20515. 

Dear Chairman Walberg: The Economic Policy Institute submits this supple- 
mental statement to correct the hearing record and respond to serious errors in tes- 
timony submitted by James Sherk of the Heritage Foundation. Dr. Shark’s testi- 
mony grossly misrepresents the relationship between wages paid under the Davis- 
Bacon Act and what Dr. Sherk misleadingly calls “the market wage” — local con- 
struction wage rates published by the Bureau of Labor Statistics in its Occupational 
Employment Statistics (OES). In his written testimony, Dr. Sherk, a Senior Policy 
Analyst in Labor Economics at the Heritage Foundation, claimed that Davis-Bacon 
rates are generally set “well above market wages,” so high that they will increase 
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the government’s construction costs by more than $10 billion this year.i As we will 
show, this claim is false. 

Dr. Sherk contends that, “The Wage and Hour Division uses unscientific methods 
and unrepresentative data to estimate prevailing wages. Unsurprising, Davis-Bacon 
rates typically bear little relation to actual prevailing wages. * * * Davis-Bacon 
rates vary wildly from actual market pay.” ^ 

To support his contention. Dr. Sherk’s testimony includes a table which compares, 
for selected cities and counties, the wage obtained from the OES with what Sherk 
labels the “Davis-Bacon” rate. The “Davis-Bacon” rates in his table are usually con- 
siderably different from the OES rate, and are more often above the OES rate than 
below the OES rate. 

In fact, there is no reason to expect the rates to be the same because they meas- 
ure different things. The Davis-Bacon rates are segmented among four types of con- 
struction and construction labor markets, they are collected from different geo- 
graphic areas than the OES and at different times, and they typically collect infor- 
mation on much more detailed occupational breakdowns than the OES. As currently 
constructed, the OES is both significantly different and quite incapable of meeting 
the statutory requirements that the Davis-Bacon surveys have been designed to 
meet. The OES is not an appropriate benchmark for comparison and should not be 
idealized as the true “market rate.” 

In any event, the wild variation and the upward bias Dr. Sherk found in his 
Davis-Bacon rates are the product of Sherk’s own invention and do not accurately 
represent the relationship between either the “market rate” or the OES and wage 
determinations under the Act. In truth, they are caricatures that result from misues 
of the data: selecting only the Davis-Bacon rates for building construction while ex- 
cluding the typically lower rates for residential construction, using different time pe- 
riods for the Davis-Bacon and OES rates, and misunderstanding the difference be- 
tween an occupational survey and a wage determination. 

Failure to Include Residential Rates 

To support his claim that Davis-Bacon rates are generally too high, Sherk reports 
an hourly Davis-Bacon rate for electricians in Jackson, MI of $38.57. This is the 
published Davis-Bacon rate for building and heavy construction in Jackson County 
and is far above the OES estimate of the hourly rate for electricians of $27.14. How- 
ever, the Davis-Bacon residential construction rate for Jackson County is only 
$22.79. If we take as a rule of thumb that about half of construction workers are 
employed in residential work, the average hourly wage of electricians is $30.68, 
about 13% above the OES hourly wage, rather than the 42% Sherk reports. Inclu- 
sion of residential rates for the other trades Sherk sampled — carpenters and plumb- 
ers — actually eliminates the upward bias Sherk identified. The estimated difference 
between the Davis-Bacon and OES hourly wage changes from one in which the 
Davis-Bacon rate is substantially above to one in which it is somewhat below the 
OES rate. 

Reviewing Sherk’s table of “Davis-Bacon and Market Determined Rates for var- 
ious cities,”® we added information on the residential rate by trade for the county, 
averaged this rate with the building rate provided in Sherk’s testimony, and cal- 
culated the difference between the OES and the more appropriately averaged build- 
ing and residential rates. The differences between the OES and Davis-Bacon rates 
are generally smaller than those reported by Sherk, and we find that the OES rate 
is above the averaged Davis-Bacon rate more often than not. 

Comparing Davis-Bacon Rates from 2010 and 2011 to OES Rates from May 2009 

Dr. Sherk’s second mistake is in comparing Davis-Bacon wage determinations 
which were in effect in 2011 with OES data from May 2009. When Davis-Bacon 
rates which were in effect in May 2009 are used, the apparent differences between 
the Davis-Bacon and OES rates are substantially narrower. 

The Davis-Bacon wage determinations for Alameda and Contra-Costa Counties 
cited in the Heritage study went into effect between June 2010 and January 2011, 
between a year and a year and a half after the OES rates. The determinations for 
Sonoma County used in the Heritage study were closer in time to the OES rates 
for electricians (June 2009) and plumbers (August 2009) but the carpenter rate 
dated from July 2010, more than a year after the period covered by the OES data. 
Using this non-comparable data, and neglecting to adjust for residential rates, the 


1 James Sherk, “Examining the Department of Labor’s Implementation of the Davis-Bacon 
Act,” Testimony before the Education and Workforce Committee, U.S. House of Representatives, 
April 14, 2011, page 1. 

2 Sherk testimony, page 7. 
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Heritage study reported differences between Davis-Bacon rates and OES rates of be- 
tween 27.5% and 86%. 

The difference between the Davis-Bacon determination and the OES rate is con- 
siderably smaller when the Davis-Bacon rate which was in effect in May 2009 is 
used. As shown in Table 2, the second set of columns, the comparable rate for car- 
penters in all three counties was $34.75, not $37.75 as reported in the Heritage re- 
port. The rates for electricians in Sonoma County were $42.33 for non-residential 
and $33.25 for residential electricians, rather than $44.00 and $36.11 as reported 
by Heritage. The correct rates for plumbers in Sonoma were $45.90 and $40.80 rath- 
er than $55.25 and $51.11. Parallel reductions occur for electricians and plumbers 
in Contra Costa and Alameda counties. 

Using the appropriate Davis-Bacon rates considerably narrows the difference be- 
tween the OES and Davis-Bacon. For example, Heritage reports that the Davis- 
Bacon rate was 40.1% above OES hourly wages for Sonoma carpenters, 54.1% for 
electricians and a remarkable 86% for plumbers. Averaging in the lower residential 
rates, and using the Davis-Bacon rates which were in effect in May 2009, the dif- 
ferences were a far more modest 29.3% for carpenters, 16.5% for electricians and 
45.9% for plumbers. 

We have not checked to see whether the rest of the time periods used in Dr. 
Sherk’s comparisons are equally inappropriate, but we suggest that the committee 
do so before citing any of Dr. Sherk’s calculations. 

Failure to Adjust Davis-Bacon Rates for the Use of Apprentices 

To put Dr. Sherk’s third mistake into the simplest terms, he does not take into 
account that the surveyed Davis Bacon rate does not include apprentice rates and 
will therefore be higher than the average rates actually paid on a project. 

Davis-Bacon rates are determinations of the hourly rate paid to journey level 
trades workers. They differ from wage survey data in that lower legally permissible 
rates, such as those paid to workers in certified apprenticeship programs, are not 
incorporated into the determinations. For example, under the apprenticeship adjust- 
ment allowed by the Davis-Bacon Act, apprentices in certified four-year carpentry 
apprenticeship programs will typically be paid 60% of the journey rate in their first 
year, 70% in their second year, 80% in their third year, and 90% in their fourth 
year in their program. While these lower rates are captured by OES data, Davis- 
Bacon wage determinations do not reflect the lower rates of apprentices. 

How would adjusting the Davis-Bacon wage determinations for the presence of ap- 
prentices affect the apparent differential between the Davis-Bacon and OES rates? 
This will vary with the number of apprentices in the construction labor force in an 
area and the length of the apprenticeship program, and the reduction in journey 
level wages. Carpentry apprenticeship programs usually take four years, plumbers’ 
and electricians’ take at least five years. We examined the effect of allowing for ap- 
prenticeship rates in Sonoma, Alameda and Contra Costa counties assuming that 
programs take four years and that wages start at 60% of the journey wage in the 
first year of the program and rise by ten percentage points annually.’^ If 10% of the 
workers in a trade are enrolled in four-year apprenticeship programs, the adjusted 
Davis-Bacon wage would be 97.5% of the Davis-Bacon journey level determination. 

Adjusting for the lower rates paid apprentices reduces the Davis-Bacon rate by 
between 83 cents and $1.10 per hour. As a result, the Davis-Bacon rate for car- 
penters is between 17 and 26% above the OES rate, the electrician rate is between 
14 and 21 percent above the OES rate, and the plumbing rate is between 21 and 
42% above the OES rate. These differences are far smaller than the 27.5% to 86% 
differences reported by Dr. Sherk.® 


These are conservative assumptions as the apprenticeship programs for electricians and car- 
penters last at least five years. Further, the proportion of apprentices in the labor force may 
well be greater than 10%: the Northern California Brotherhood of Carpenters reports that ap- 
prentices comprise 20% of the workforce in their region. 

^ Another issue, one which is more difficult to examine, is whether the definition of an occupa- 
tion used in Davis-Bacon surveys is comparable to that used in OES surveys. The Davis-Bacon 
rate is the rate paid to a journey level worker, a worker who is broadly trained in an occupation. 
OES definitions of construction occupations are broader, and may include less skilled workers, 
than the standards used for Davis-Bacon definitions. For example, the OES definition of a car- 
penter’s work — “Construct, erect, install, or repair structures and fixtures made of wood, such 
as concrete forms; building frameworks, including partitions, joists, studding, and rafters; and 
wood stairways, window and door frames, and hardwood floors. May also install cabinets, siding, 
drywall and batt or roll insulation. Includes brattice builders who build doors or brattices (ven- 
tilation walls or partitions) in underground passageways.” — would allow a worker who was 
trained in a relatively narrow set of skills, such as installation of concrete forms, to be classified 

Continued 
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Looking again at Shark’s first example, and taking into account the lower wage 
rates for apprentices, the OES-Davis-Bacon comparison for Jackson County is vastly 
different from how it was portrayed in the Heritage Foundation testimony. Rather 
than the Davis-Bacon rate for carpenters being 13.9% more than the OES rate, it 
is 3% less ($20.39 vs. $20.98). Rather than being 42% higher than the OES rate, 
the Davis-Bacon rate for electricians is only 10% more ($29.91 vs. $27.14). And rath- 
er than the plumbers/pipefitters rate being 16.2% higher than the OES rate, as Dr. 
Sherk claimed, it is actually 4% lower ($27.17 vs. $28.23). 


Conclusion 


After correcting for Dr. Sherk’s many errors, and in particular for his failure to 
include the Davis-Bacon residential rate in his comparison, it becomes evident that 
Davis-Bacon rates are not remarkably different from the OES rates, let alone an 
idealized market rate. There are significant differences in a few areas, but overall 
the Davis-Bacon wage determinations Dr. Sherk selected tend to be lower than the 
OES rates once the appropriate corrections are made. The savings Dr. Sherk pur- 
ports to estimate from more accurate Davis-Bacon wage determinations are ficti- 
tious. 

Please let us know if you have any questions about this analysis. And thank you 
again for the opportunity to testify before the subcommittee on this important mat- 
ter. 


Sincerely, 


Ross Eisenbrey, Vice President, 

Economic Policy institute. 
Dale Belman, Professor, 

School of Labor and Industrial Relations, Miehigan State University. 


[Questions submitted for the record and their responses follow:] 

Questions for the Record Submitted by Ms. Woolsey 

QUESTION FOR DR. ANDREW SHERRILL, DIRECTOR, EDUCATION, WORKFORCE, AND 
INCOME SECURITY ISSUES, U.S. GOVERNMENT ACCOUNTABILITY OFFICE 

Critics of the Davis-Bacon prevailing wage survey process rely a statement on 
page 20 of GAO Report 11-152 that “about 63 percent [of the Davis-Bacon prevailing 
wage rates published by the Department of Labor as of November 12, 2010] were 
union-prevailing, in contrast, about 14 percent of construction workers nationwide 
were represented by unions in 2010, according to BLS figures, as support for their 
contention that it is “far from representative” (written testimony of James Sherk, 
Senior Policy Analyst in Labor Economics with the Heritage Foundation) and fails 
to determine “true ‘prevailing’ wages and instead has repeatedly issued wage deter- 
minations that are vastly inflated above true market rates seen on private sector 
construction projects” (written testimony of D. Thomas Mistick appearing on behalf 
of the Associated Builders and Contractors, Inc.), accordingly please describe in suf- 
ficient detail so that it can easily and promptly be retrieved the source of informa- 
tion that supports the above-referenced statement on page 20 of GAO Report 11- 
152; and explain in detail how GAO determined that “about 63 percent [of DOL’s 
published Davis-Bacon prevailing wage rates] were union-prevailing?” 

QUESTION FOR MR. THOMAS M. MARKEY, DEPUTY ADMINISTRATOR, OFFICE OF PROGRAM 
OPERATIONS, WAGE AND HOUR DIVISION, U.S. DEPARTMENT OF LABOR 

Mr. John Fraser, Acting Administrator, Wage and Hour Division of the Depart- 
ment of Labor testified in a hearing on July 30, 1997 held jointly by the Sub- 
committee on Workforce Protections and the Subcommittee on Oversight and Inves- 
tigations of the House Education and the Workforce Committee that only about 29 
percent of the Davis-Bacon prevailing wage determinations issued by DOL were 
based on collectively-bargained “union” wage rates while 48 percent were based on 
“non-union” wage rates (weighted averages), and 23 percent included a mixture of 
“union” wage rates and “non-union” wage rates; (1) please state whether the relative 
percentage of “union,” non-union,” and “mixed” Davis-Bacon prevailing wage deter- 
minations has changed since Mr. Fraser testified in 1997 and, if so, please describe 
the current portion of Davis-Bacon prevailing wage determinations that are “union,” 
non-union,” and “mixed;” (2) please describe in sufficient detail so that it can easily 


as a carpenter. In contrast, such a narrowly trained worker is less likely to be classified as a 
carpenter under the Davis-Bacon definition. 
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and promptly be retrieved the source of information that supports your answer to 
the prior request; and (3) please explain in detail how you determined the answer 
to question (1). 


Response From Mr. Markey to Questions Submitted for the Record 

Question: Mr. John Fraser, Acting Administrator, Wage and Hour Division of the 
Department of Labor, testified in a hearing on July 30, 1997, held jointly by the 
Subcommittee on Workforce Protections and the Subcommittee on Oversight and In- 
vestigations of the House Education and the Workforce Committee that only about 
29 percent of the Davis-Bacon prevailing wage determinations issued by DOL were 
based on collectively-bargained “union” wage rates wile 48 percent were based on 
“non-union” wage rates (weighted averages), and 23 percent included a mixture of 
“union” wage rates and “non-union” wage rates; (1) please state whether the relative 
percentage of “union”, “non-union,” and “mixed” Davis-Bacon prevailing wage deter- 
minations has changed since Mr. Fraser testified in 1997, and if so, please describe 
the current portion of Davis-Bacon prevailing wage determinations that are “union,” 
“non-union” and “mixed;” (2) please describe in sufficient detail so that it can easily 
and promptly be retrieved the source of information that supports your answer to 
the prior request; and (3) please explain in detail how you determined the answer 
to question (1). 

Response: The relative percentage of union, non-union, and mixed Davis-Bacon 
prevailing wage determinations has changed since 1997. Union vs. non-union rates 
vary considerably based on the type of construction, and new wage determinations 
often reflect a different distribution of union, non-union, and mixed wage classifica- 
tions than was reflected on the wage determinations they replace. 

A breakdown by wage determination shows a different picture in 2011 than in 
1997. Only 5% of the total building wage determinations are 100% union wage de- 
terminations, 4% are 100% non-union, and 91% are mixed (union and non-union) 
wage determinations. For residential construction, 3% are union, 50% are non- 
union, and 47% are mixed wage determinations. For highway construction, 17% are 
union, 44% are non-union, and 39% are mixed wage determinations. Lastly, for 
heavy construction, 12% are union, 20% are non-union, and 68% are mixed wage 
determinations . 

At the hearing it was stated that the Government Accountability Office’s report 
indicated that 63% of all Davis-Bacon and Related Act wage rates were the collec- 
tive bargaining agreement (CBA) rate. It appears that the 63% figure was derived 
by counting every wage rate for each different classification (occupation) for each 
type of construction (building, heavy, highway, and residential). As explained below, 
this methodology results in a somewhat misleading statistic. 

A predominantly union wage determination will contain many more classifications 
and rates than a non-union wage determination because CBA classifications are 
more narrowly defined, with work performed broken down into finer categories and 
each with a separate rate. There may be as many as 6 to 8 different rates for a 
union crane operator and the same could apply to other classifications, particularly 
the heavy equipment operator and truck driver classifications. For example, the Ha- 
waii wage determination is a CBA/union wage determination that applies to build- 
ing, heavy, highway, and residential construction. There are 120 union classifica- 
tions and rates on the Hawaii wage determination, and each rate is counted sepa- 
rately for each construction type and for each county covered by the wage deter- 
mination. 

Conversely, for predominantly non-union wage determinations such as those ap- 
plicable to Crenshaw County, Alabama, there are 23 non-union rates and 6 union 
rates for building construction, for heavy construction there are 12 non-union and 
5 union rates (all 5 rates are for varying sizes of a crane), for highway construction 
there are 45 non-union rates, and for residential construction there are 17 non- 
union rates. 

Additionally it is noted that the surveys for building construction usually result 
in considerably more classifications than the other types of construction. This is 
probably due to the required number of crafts necessary on a building construction 
site. Even though 91% of building wage determinations are mixed, mostly union 
rates are more likely to prevail in building construction as opposed to the other 
three construction types, each of which requires considerably fewer classifications. 

The Wage Determination Generation System (WDGS) enables the generation of 
publishable wage determinations and generates reports and details of wage deter- 
minations. The Wage Determinations OnLine (WDOL) website (www.wdol.gov) pro- 
vides a single location for the public to view and obtain appropriate Davis-Bacon 
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wage determinations. Both WDGS and WDOL were used to view and calculate the 
percentage distribution of union, non-union, and mixed wage determinations pro- 
vided in this response. 


Response From Mr. Sherrill to Questions Submitted for the Record 

Question for the Record: Critics of the Davis-Bacon prevailing wage survey process 
rely on a statement on page 20 of GAO report 11-152 that “about 63 percent [of the 
Davis-Bacon prevailing wage rates published by the Department of Labor as of No- 
vember 12, 2010] were union-prevailing; in contrast, about 14 percent of construc- 
tion workers nationwide were represented by unions in 2010, according to BLS fig- 
ures,” as support for their contention that it is “far from representative” (written 
testimony of James Sherk, Senior Policy Analyst in Labor Economics with the Herit- 
age Foundation) and fails to determine “true ‘prevailing’ wages and instead has re- 
peatedly issued wage determinations that are vastly inflated above true market 
rates seen on private sector construction projects” (written testimony of D. Thomas 
Mistik appearing on behalf of the Associated Builders and Contractors, Inc.). Ac- 
cordingly, please describe in sufficient detail so that it can easily and promptly be 
retrieved, the source of information that supports the above-referenced statement on 
page 20 of GAO Report 11-152, and explain in detail how GAO determined that 
“about 63 percent [of DOL’s published Davis-Bacon prevailing wage rates] were 
union-prevailing?” 

GAO Response: To analyze the percentage of union-and nonunion-prevailing 
Davis-Bacon wage rates we used data from Labor’s Wage Determination Generation 
System (WDGS). Labor uses the WDGS to create, modify, and issue wage deter- 
minations based on data collected through the WD-10 survey forms. The dataset we 
received, which included separate files for union-prevailing and nonunion-prevailing 
wage rates, represented published prevailing wage rates as of November 12, 2010. 
We combined the files and then calculated the percentage each type of rate rep- 
resented of published rates. Our results showed that 63 percent of the published 
wage rates were union-prevailing while 37 percent were nonunion-prevailing. To 
verify our findings, we shared the results of our analysis with Labor officials, who 
conducted the same analysis with similar results. 

The source of the 14 percent figure we cited is Bureau of Labor Statistics, Eco- 
nomic News Release: Union Members — 2010, “Table 3. Union affiliation of employed 
wage and salary workers by occupation and industry” (Jan. 21, 2011). 


[Additional submission of Mr. Sherk follows:] 

Washington, DC. 

Hon. Timothy Walberg, Chairman, 

Subcommittee on Workforce Protections, Room 418 Cannon House Office Building, 
U.S. House of Representatives, Washington, DC 20515. 

Dear Chairman Walberg: The Davis-Bacon Act (DBA) requires contractors on 
federally financed construction projects to pay at least the locally prevailing wage 
to their employees. These minimum Davis-Bacon rates are calculated by the Wage 
and Hour Division of the Department of Labor. The Government Accountability Of- 
fice (GAO) has identified serious flaws in how the Department of Labor calculates 
Davis-Bacon rates. The GAO report shows that the Labor Department does not use 
a scientifically representative sample and bases wage rates on very few observa- 
tions — in some cases, as few as three workers. ^ 

Last month, your committee held a hearing to examine this report. At that time, 
I testified that these errors render DBA wage estimates inaccurate and scientifically 
meaningless.^ I compared Davis-Bacon wage determinations with estimates of mar- 
ket pay calculated by the Bureau of Labor Statistics’ Occupational Emplo 3 unent Sta- 
tistics (OES) survey. I explained that Davis-Bacon rates typically exceed market pay 
and that correcting the flaws in the DBA determinations would result in consider- 
able savings for taxpayers. 

Writing for the Economic Policy Institute (EPI), Ross Eisenbrey and Dr. Dale 
Belman responded to this testimony with a supplemental statement submitted to 
your office.® They argued that I made “serious errors” and that my testimony “gross- 
ly misrepresents” the relationship between DBA and market wages. In particular, 
the EPI strongly objects to comparing DBA rates and OES construction wages. 

I am submitting this letter as supplemental testimony to respond to the EPI’s ac- 
cusations and correct the record. The EPI makes four principal arguments: (1) OES 
data are incapable of meeting the statutory requirements for DBA prevailing wages 
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and are not an appropriate benchmark for market wages; (2) my analysis fails to 
include DBA residential rates; (3) my analysis compares more recent DBA rates to 
older OES rates; and (4) I fail to adjust for the use of apprentices on the job. Adjust- 
ing for these factors, EPI contends that DBA rates are similar to OES figures. 

These arguments are either completely inaccurate or highly misleading. As I will 
show, Davis-Bacon rates do in fact considerably exceed market pay. Congress could 
achieve considerable savings by either repealing the act or requiring the Depart- 
ment of Labor to use scientific methods to calculate DBA rates. 

Appropriateness of OES Figures for Prevailing Wage Determinations 

The EPI objects to comparing DBA rates with OES wage estimates. They write 
that: 

As currently constructed, the OES is both significantly different and quite incapa- 
ble of meeting the statutory requirements that the Davis-Bacon surveys have been 
designed to meet. The OES is not an appropriate benchmark for comparison and 
should not be idealized as the true “market rate.”^ 

The Department of Labor disagrees. The Bureau of Labor Statistics conducts the 
OES survey primarily so that Labor can enforce prevailing wage statutes. The Serv- 
ice Contract Act requires federal service contractors to pay their workers existing 
market wages. The Foreign Labor Certification program requires employers of high- 
skill immigrants to pay at least market wages. The Labor Department uses OES 
figures to enforce these programs. 

This is because the OES survey contains none of the flaws the GAO identified in 
DBA determinations. Unlike DBA determinations, the OES uses scientific rep- 
resentative sampling techniques and makes appropriate adjustments for non-re- 
sponse. The survey has a very large sample size, and the BLS updates it annually. 
The OES is the most reliable occupational wage data that the federal government 
produces. 

As I acknowledged in my testimony, the OES cannot — by itself — meet the statu- 
tory requirements for DBA enforcement. The DBA covers both wages and benefits, 
but OES does not include data on employee benefits. However, OES figures meet 
the statutory requirements for setting DBA wages and serve as an appropriate 
benchmark for market wages. In a letter to Congress explaining its decision not to 
use OES figures, the Clinton Administration nonetheless expressly acknowledged 
this fact.® 

Davis-Bacon Act Covers Little Residential Housing 

The EPI also objects to the specific comparisons between Davis-Bacon and OES/ 
market wages that I made in my testimony. Their main objection is that I compared 
DBA “building” rates with OES figures that include both nonresidential and resi- 
dential workers. They argue that an average of DBA “building” and “residential” 
rates is much closer to OES wages than the “building” wages are.® They argue that 
improving the accuracy of DBA determinations would therefore result in relatively 
little saving for taxpayers. 

This argument is highly misleading. The EPI correctly points out that DBA resi- 
dential wage rates can be significantly lower than building or heavy construction 
rates. These residential determinations are riddled with the same inaccuracies and 
methodolorical flaws the GAO identified in the building determinations. That they 
differ markedly from each other is not surprising. 

However, the Davis-Bacon Act covers little residential housing. Less than 8 per- 
cent of direct federal construction spending goes to residential projects.'^ An even 
smaller portion of state and local government construction spending — government 
some of which the federal subsidizes and is covered by the DBA — goes to residential 
projects.® Most federally funded construction projects build government buildings or 
infrastructure. Lower DBA residential rates do little to reduce federal costs.® The 
relevant comparison is the difference between market wages and DBA rates on 
projects the government actually pays for. 

Cross Industry and Nonresidential Building Rates Similar 

Contrary to the EPI’s assertions, nonresidential building rates do not differ sig- 
nificantly from the overall construction rates. Looking only at them would not 
change the finding that DBA rates substantially exceed market wages. 

The OES survey collects wage rates by occupation and by detailed industry. These 
detailed industries include residential building, nonresidential building, heavy civil 
and engineering construction, and specialty trade contractors. Unfortunately, the 
OES does not publicly release these industry-level wages for Metropolitan Statistical 
Areas. The MSA-level data only report occupational wages across all industries. 

I used cross-industry MSA data in my testimony to compare local Davis-Bacon 
and OES rates. Although national OES rates for just nonresidential building con- 
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struction do differ from the cross-industry figures, they do not differ greatly. For ex- 
ample, nationwide, plumbers and pipefitters earn an average hourly wage of $24.10. 
In the nonresidential building sector, they earn $25.42 an hour. 

Table 1 shows national hourly wages for several construction occupations. The 
first line reports the overall cross-industry wage — the local-level figures I reported 
in my testimony. The next two lines report the wages for residential and nonresi- 
dential building construction. Nonresidential building wages are usually somewhat 
higher than the cross-industry construction wages. However, the difference is mod- 
est: only about 5 percent. 

The flawed DBA methodology significantly inflates the cost of taxpayer-funded 
construction projects. Using nonresidential building rates instead of the cross-indus- 
try figures does not change this finding. 

TABLE 1.— HOURLY WAGES BY CONSTRUCTION SECTOR 


Occupation/Industry 


Average Hourly 
Wage 


Carpenters: 

All Construction Industries $21.19 

Residential Building Construction $19.72 

Nonresidential Building Construction $23.19 

Cement masons and concrete finishers: 

All Construction Industries $19.00 

Residential Building Construction $19.47 

Nonresidential Building Construction $20.08 

Drywall and ceiling tile installers: 

All Construction Industries $19.79 

Residential Building Construction $19.12 

Nonresidential Building Construction $20.73 

Electricians: 

All Construction Industries $24.25 

Residential Building Construction $21.65 

Nonresidential Building Construction $24.07 

Plumbers, pipefitters, and steamfitters: 

All Construction Industries $24.10 

Residential Building Construction $22.66 

Nonresidential Building Construction $25.42 


Source: Department of Labor, Bureau of Labor Statistics, Occupational Employment Statistics, “May 2010 National Industry-Specific Occupa- 
tional Employment and Wage Estimates’’ at http://www.bls.gOv/oes/current/oessrci.htm#23 

Timeliness of Comparisons 

The EPI further objects to “comparing Davis-Bacon wage determinations which 
were in effect in 2011 with OES data from May 2009.” They argue that “[w]hen 
Davis-Bacon rates which were in effect in May 2009 are used, the apparent dif- 
ferences between the Davis-Bacon rates and OES rates are substantially lower.” 

This argument is completely mistaken. I reported the most recent Davis-Bacon 
and OES rates at the time of the hearing. This is the appropriate comparison. Nei- 
ther survey is, of course, immediately up-to-date. No agency can conduct a survey 
instantaneously. However, OES survey data are processed more rapidly and up- 
dated more frequently than Davis-Bacon determinations. This — along with its sci- 
entifically valid methodology — is one of the principal reasons to prefer OES figures. 

The Bureau of Labor Statistics updates OES figures each May with data from the 
previous year. Consequently, the OES always reports figures from the previous 12 
to 24 months. DBA surveys are much less current. The Labor Department currently 
takes three years to process DBA survey results. The Labor Department wants to 
reduce that time to 17 months, but — as the GAO reported — it is not close to meeting 

this goal. 

Once it releases determinations, the Labor Department can take years, even dec- 
ades, to update them.!"! For example, the Davis-Bacon building rates in Kent Coun- 
ty, Michigan, date to 1987.1® The residential survey for Hillsdale, Michigan, has not 
been updated since 1979. i® 

The EPI suggests comparing OES surveys conducted in 2009 and released in May 
2010 with Davis-Bacon surveys primarily conducted before 2006 and released by 
May 2009. This comparison makes little sense and reveals nothing about the accu- 
racy of either survey. 
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The EPI’s suggested comparison also reveals nothing about taxpayer savings from 
using BLS data. If Labor used OES figures, it would use the most recent data avail- 
able. These are the correct figures to compare to current Davis-Bacon rates. 

Helpers and Apprentiees 

The EPI finally complains that I do “not take into account that the surveyed 
Davis Bacon rate does not include apprentice rates and will therefore be higher than 
the average rates actually paid on a project.” This charge reflects a misunder- 
standing of how the OES classifies low-skill construction workers. 

OES occupation categories follow the Standard Occupational Classification (SOC) 
system. As the EPI explains, construction unions use a formal apprenticeship sys- 
tem, and apprentices earn lower wages as they develop their skills. Merit shop (non- 
union) construction firms typically use craft training programs and also pay entry- 
level construction workers lower wages. 

The SOC classifies these less-skilled workers separately. The OES reports the 
wages of “helper” workers separately from the rates for fully experienced employees. 
Table 2 displays the difference in these wages for several occupations. Helpers typi- 
cally earn about 40 percent less than experienced workers. 

TABLE 2.— WAGES FOR HEEPER AND REGULAR CONSTRUCTION WORKERS 


Hourly Wage Rates 


Helpers Regular 


Carpenters $12.93 $21.19 

Electricians $13.23 $24.25 

Pipelayers, plumbers, pipetitters, and steamtitters $13.18 $24.10 


Source: Department of Labor, Bureau of Labor Statistics, Occupational Employment Statistics, “May 2010 National Industry-Specific Occupa- 
tional Employment and Wage Estimates’’ at http://www.bls.gOv/oes/current/oessrci.htm#23 

In my testimony, I compared the journey-level DBA rates with the OES rates for 
fully experienced employees. The EPI objects that this does not include apprentices’ 
lower wages. My figures do not include helpers’ lower wages either. I reported an 
apples-to-apples comparison of the rates paid to fully experienced employees using 
Davis-Bacon rates and OES data. 

The EPI suggests comparing the OES rate for experienced workers to a weighted 
average of apprentice and journey-level DBA rates. This would deflate DBA rates 
to account for low-skill workers without similarly adjusting OES figures. This would 
present an inaccurate and misleading comparison. 

Conclusion 

The flawed Davis-Bacon determination methodology reports wage rates that differ 
significantly from those actually paid to construction workers. The EPTs arguments 
to the contrary do not withstand scrutiny. The Occupational Employment Statistics 
survey uses a scientifically representative sample, is updated far more frequently 
than Davis-Bacon rates, and is an appropriate benchmark for market wages. Look- 
ing at non-residential building wages instead of the cross-industry wages only 
slightly changes the national averages. Comparing an average of apprentice and 
journey-level wages to the rates paid to experienced non-union construction workers 
would be misleading. 

The committee should also note what the Economic Policy Institute did not say. 
Not once did Mr. Eisenbrey and Dr. Belman defend the existing Davis-Bacon meth- 
odology as scientific or accurate. They kept silent because the methodology is inde- 
fensible. No professional economist could suggest using a self-selected sample to es- 
timate wages or drawing statistical inference from a sample of five workers. They 
did not dispute the main point I made to the committee: The Labor Department 
uses a deeply flawed methodology to determine Davis-Bacon rates. 

This flawed methodology leads to Davis-Bacon rates that significantly exceed mar- 
ket pay. The savings from more accurate DBA wage determinations are real and 
substantial. Congress should seriously examine requiring the Labor Department to 
use scientific methods to estimate Davis-Bacon wages. 

Thank you again for the opportunity to testify about this important matter. 

James Sheer, 

Senior Policy Analyst in Labor Economics, the Heritage Foundation. 
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[Whereupon, at 11:42 p.m., the subcommittee was adjourned.] 
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